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·A Legacy of Progress 
1987,88 ANNUAL REPORT 
THE UNIVERSITY OF TENNESSEE 
EDWARD J. BOLING, PRESIDENT 
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Eighteen years ago I accepted the pr sidency of the Uni rersity of Tennessee with 
no vh:Jge that the joh exceeded the carabilities of any n individual. I knew full 
h lhe sue 'c,�s ( f Iny administration depended on the help and cooperation of 
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I abu �Hn deeply ap r cie tiv� of the �uprort \)t G(n'. Ncd McWherter, Ineml ers of 
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and adlnini trati{lns. 
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For tl c da 'Iy Jircctinn )f the Univers ity 's many pr 19ram:' and service�, I am dc, 
li�hted tu gi\' · credit to my ,ldministr�tiv staff. Specie: I acknowledglnent is appropriate 
f( If E:ecut ivl' Vice Pr sident Jl scrh E. Johnson, Gcnerrtl Counsel B auchanlp E. 
Bro 1a , Clnd Vice Pre idenr. Elncr�un H. Fly, Juhn W. Pr�ld . and Charles E. Srnith. 
Lu. chip ()f th CcllnrU:'CS h· s been surl rh, thanks to c ancc llors Dr. Fred Ob 'ar 
l JT Chattall\)( g ; l)r. Jack Rce�e nf UT Kno.'" ille; Dr. Margaret Perry of UT 
l\1� rtin; an 1 Dr. J1m I-hUH ( f UT Menlphb. 
Rec( gnitk n i� , lso dut' Dr. D.M, "Petc" G \'sett, vice pre. iJent ( f the UT In titute 
( f Agriculture; T{)m Ballard, execu tive director )f thl:: lJT In�t itutL for Puhlic Service/ 
(�I lntinuin EJucation; anJ Dr. Kenneth H arw �ll, kan f the UT Space In.-titute, fl)r 
theIr hard Wl rk anJ JeJic.ltion as in�titute h:ader�. 
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A Legacy of Progress 
As president of the University of Tennessee, this is my 18th and 
final annual report to the UT Board of Trustees. I feel especially appreciative 
toward the Board of Trustees whose hard work and thoughtful leadership 
have made the presidency of UT seem more like a privilege than a job. 
With the board, and with the help of our many friends-governors, 
legislators, alumni, development council members, faculty, and students-we 
have accomplished a great deal for the University and for the people of 
Tennessee. UT programs and initiatives moved forward during each of the 
past 18 years, although progress was greater in some than in others. 
Especially difficult were those years during the late 1970s and early '80s 
when we experienced annual inflation rates as high as 18 percent. The 
double,digit increases quickly eroded the University's buying power-losses 
we were several years recovering. 
The years of greatest progress were the most recent five or six. UT's 
financial advancement is now the envy of many sister institutions and our 
programs in academics, research and public service are at all,time high levels. 
The powerful combination of adequate state appropriations and the generous 
support given to UT by individuals, corporations and foundations, will 
continue to have a positive impact on UT's future. 
UT's potential for greater achievement is a source of special satisfaction 
as I close out my administration, comfortable in the knowledge that the 
University is moving forward. 
One of the most significant events and accomplishments of 1987,88 was 
full funding for the second consecutive year of the Tennessee Higher 
Education Commission's appropriations formula. We also were fully funded 
during 1986,87, but that was the first year in the nearly 20,year history of the 
formula. While the second year was not precedent setting, it remained very 
significant. 
Looking ahead to 1988,89, the legislature has adopted Gov. Ned 
McWherter's budget giving UT full funding a third straight year. A trend is 
developing that promises further progress. 
In terms of program, I am grateful my administration has been able to 
focus less in recent years on quantitative growth than on qualitative 
improvements. 
I also was pleased to have the opportunity during my administration to 
help the U ni versity become a full partner in the economic development of 
Tennessee. The University's role in economic development is both necessary 
and appropriate-a natural extension of UT's mission as a land,grant 
institution. This year we offered business and industry a wide range of 
educational programs, assisted local governments to meet the service 
requirements of new enterprises, and encouraged transfer to the private sector 
of technologies developed in UT laboratories. 
Within this report additional noteworthy accomplishments are described 
in more detail as public service, undergraduate instruction, graduate and 
professional instruction, research, and private giving. These imp rtant 
endeavors also are reflected in the profiles of a few individuals whose work is 
representative of the University. 
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PROFILE 
Ron Rader is a University's Institute has taught in all. problems of industry 
teacher without a class- for Public Service and "Our series is tailor- are universal. 
Ron Rader room. He serves Ten- Division of Continuing made for Tennessee Class topics 
nessee industries by Education. industries that are too include leadership, 
bringing instruction Rader teaches big for the trial-and- team building, decision 
directly to the work- communications and error school, but not making, and conflict 
place. problem-solving skills big enough to justify resolution. All are de-
In a very real sense, to first-line supervisors the expense of their signed to control costs, 
Rader takes the "going" anywhere there's own training programs, ' increase production, 
out of going to college." space to set up a few Rader said. and assure quality. 
He is manager of the UT folding chairs. Confer- Rader said his 
Center for Extended ence room, cafeteria, classes have broad 
learning, part of the or factory floor-Rader application because the 
Public Service 
Elic service sets UT apart from most higher education institutions 
and helps define this institution's dual role as the state university and the 
state's land,grant university. Only 21 other universities in the United 
States share UT's same, broad mission. 
The UT Institute for Public Service was created in 1971and joined 
with the Division of Continuing Education to make the University's 
resources more available to all Tennesseans. Through IPS/CE, the non, 
agricultural knowledge and capabilities of UT faculty and staff this year 
were offered through technical assistance programs, non, credit instruction, 
correspondence courses, and media services. (Tennessee farm families and 
the state's agriculture industry also were served by the Extension Service of 
the UT Institute for Agriculture.) 
Representative of the programs offered during 1987,88 was Super, 
Tram, provided to Tennessee industries such as Sea Ray Boats of Knox, 
ville and Vonore, by IPS/CE's Center for Extended Learning. Through 
the program, Sea Ray supervisors learned such skills as team building, 
conflict resolution, and decision making to address situations encountered 
on their jobs. 
Other IPS/CE agencies and departments are the Center for 
Government Training, Center for Industrial Services, County Technical 
Assistance Service, Municipal Technical Advisory Service, Center for 
Educational Video and Photography, Division of Continuing Education, 
and Radio Services. 
Typical programs offered through IPS/CE included: 
• Critical care education for registered nurses through professional 
development programs; 
• Consultation and technical assistance for hazardous waste reduction and 
cleanup; 
• Orientation programs for newly elected city and county officials; 
• Educational television programming on subjects as diverse as college 
chemistry and kindergarten French; and 
• Wastewater treatment expertise for local governments. 
The Center for Industrial Services helped Tennessee businesses earn 
$6 million during 1987 by matching U.S. Defense Department purchase 
contracts with products manufactured in the state. CIS provided technical 
assistance, including bid preparation tips, to teach Tennessee business and 
industry how to compete for military contracts. 
Another way in which IPS responded to needs for higher education 
capability involved an initiative by the Center for Government Training. 
At the request of the Tennessee Emergency Management Agency, CGT 
helped communities comply with a 1986 federal law which required local 
governments to develop response plans for use in a variety of emergencies. 
Compared with university,affiliated public service programs in 
other states, UT's remained an acknowledged leader. IPS/CE's leadership 
position can be attributed to the higher priority given public service by 
this administration and to funding by state government. IPS/CE was 
unique among service programs of public universities for the state funding 
it received. 
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UT Institute of Public 
Service was created in 
1971 and joined with the 
Division of Continuing 
Education to make the 
University's resources 
more available to all 
Tennesseans. 
UT Center for 
Industrial Services 
helped Tennessee 
businesses earn 
$6 million. 
Public service was not the exclusive province of IPS/CE. With the 
Tennessee Valley Authority and state government, UT helped prepare a 
proposal for the U.S. Department of Energy's Super Collider project. The 
proposal, which caned for construction of the $5 billion collider in Middle 
Tennessee, remains on the energy department's "short list" of possible sites. 
The UTK Office of the Provost and the UTK Physics Department 
continue to provide follow,up information to support Tennessee's bid for 
the project. The Super Collider would help scientists study the origins of 
the universe, learn more about high energy physics, and advance one of 
science's newest fields, superconductivity. 
Another example of UT's public service commitment was the con' 
tinued development of the University's partnership agreement with the 
Saturn Corporation in Spring Hill. Representatives of all four primary 
campuses, the Institute of Agriculture, and the Space Institute participated 
in meetings and joint projects to benefit both UT and Saturn. The Institute 
of Agriculture participated in landscape planning at the Saturn plant site, 
while the Space Institute shared technology with Saturn engineers. Four 
UT graduates are now employed at Saturn and 23 students have had, or are 
having, internships and work/study opportunities with the company. 
Other projects involved the Wellness Program at UT Memphis, UTK 
Graduate School of Library and Information Science, UTK College of 
Business, and UTK College of Engineering. UT Martin this spring entered 
into an agreement to offer management training for mid,level executives of 
the Goodyear Tire and Rubber Company. 
Public service highlights also included UT Agrkultural Extension 
Service's participation in the statewide 4,H club program. Tennessee 
youths-for the ninth straight year-earned more awards than any other 
state at the National4,H Congress in Chicago. 
UT Memphis this spring sponsored with Digital Equipment Corp., 
Apple Computer Inc., South Central Bell, and Siemens Medical Systems, 
Inc., the third annual Information Technology in the Health Sciences 
Conference. Keynote speakers were Fred Smith, chairman of Federal 
Express Corp., and John Sculley, chairman of Apple Computer Inc. 
Utilizing the capabilities of the UT Biomedical Information Transfer 
I Center, conference participants were linked at their hotels and at the 
convention center to their offices around the world. 
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Faculty of UT Chattanooga offered a three,day theater workshop for 
50 area high school students. Classes were conducted in acting, audition, 
ing, musical theater, costumes and makeup, and scenery and lighting. 
The UTC Center for Economic Education and the Marion County 
School District were among 20 university centers and school districts 
chosen nationaUy as winners of the 1988 award for Outstanding Develop, 
mental Economic Education Programs. 
Research 
An increase in sponsored research at UT Memphis from 
$6.3 million in 1970 to approximately $25 million during 1987,88 was 
indicative of the University's expanding research program. 
Reflected in the increase was an understanding of the benefits of 
technology transfer from University laboratories to the private sector and 
the University's commitment to strengthening the scholarship of faculty 
and academic programs. 
Total UT research expenditures this fiscal year were approximately 
$110,$115 million, but action taken by three professors at UTK could, 
within a few years, raise that figure significantly. The UTK scientists 
filed applications, with requests for $71.1 million, for three research 
centers to be part of a national research program of the National Science 
Foundation. 
The proposals were submitted by Drs. Paul Huray, George Kabalka 
and Gary Sayler, professors in UTK's Science Alliance Center of Excel, 
lence. Sayler, who asked for $16.6 million, proposed a center for environ, 
mental biotechnology and microbial systems analysis. With a $25.6 mil, 
lion request, Kabalka would establish a center for biomaterial imaging. 
Huray submitted a $29.5 million proposal for materials instrumentation. 
NSF has received 325 proposals, but only 12 to 15 are expected to be 
funded the first year. President Reagan has requested $150 million in the 
1989 fiscal year budget to fund the first of the centers. Huray, who is also a 
consultant for the White House Office of Science and Technology Policy, 
said UTK's proposals stand a "higher chance of getting funded than the 
numbers would indicate." The NSF centers, if approved, will work on basic 
and applied research in biotechnology, imaging, and instrumentation. 
At UT Memphis, research grant and contract support for $25 million 
this year represented an increase of approximately $7 million compared 
with the previous year. 
The National Institutes of Health awarded UT Memphis a $5 million 
grant for rheumatoid arthritis research. The campus was one of only three 
research centers in the United States to receive the grant. An estimated 
3 to 5 million Americans suffer from the disease. Its economic impact is 
great because many rheumatoid arthritis sufferers are unable to work. 
One of the most unusual research efforts conducted at UT Memphis 
was a co perative project with Memphis State University to examine a 
2,300,year,old mummy. Using non .. invasive techniques such as bone 
densitometry, radiography, and CT scans, investigators determined the 
mummy was a young adult male and that death was probably due to com, 
plications of an ear infection. 
Other research developments includ d NASA's selection of the UT, 
Calspan Center for Aerospace Research at the UT Space Institute as a 
Center for Advanced Space Propulsion. Under terms of the NASA/UT, 
Calspan agreement, the center will receive research funds up to $1 million 
annually for five years. The Center for Advanced Space Propulsion will 
conduct research toward development of space propulsion technologies for 
the next century. 
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$25 million during 
1987 ... 88, sponsored 
research increased at 
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propulsion research. 
PROFILE 
Dr. Terry Cooper 
It must be like being 
all dressed up with no 
place to go-a Flow 
Cytometry and Cell 
Sorting Facility without 
a Virtual Array Extended 
Cluster Hookup. 
Fortunately, the 
Molecular Resource 
Center at UT emphis 
has both-the ability to 
screen cells at the rate 
of 10,000 per second, 
plus a VAX computer 
system to analyze the 
results. 
With a cytometry 
and sorting facility 
linked to a VAX 
computer system, UT 
Memphis leads Har­
vard, Stanford, and MIT 
in this technology. 
Dr. Terry Cooper, 
director of the center, 
said access to the 
computer system's 
analytical capacity is 
very important. 
"The data analysis 
is what takes so much 
time," said Cooper. 
"With the equipment 
linked to the V AX, data 
acquisition and manipu­
lations can be done 
from any computer 
work station on the 
system." 
If you think that's 
not a matter of life and 
death, consider the 
system's capacity to 
identify rejection of 
transplanted organs. 
"We can identify organ 
rejection several weeks 
before there are clear 
clinical signs of damage 
to the transplanted 
organ," Cooper said, 
describing one applica­
tion. "We can see it 
coming, before the organ 
Is dead, while something 
can still be done about it." 
The U.S. Department of Energy awarded UTSI- a contract valued at 
$ 1 .3 million to develop a combustion system to facilitate the use of coal 
in small industrial boilers. 
One of the most significant research accomplishments of UTSI 
during the year was the setting of a new world record for operation of a 
coal .. fired magnetohydrodynamics (MHO) system. The new record was 
205 hours. The previous long test run was 77 hours, also set by UTSI in 
1986. The MHO research is funded by the U.S. Department of Energy 
and is one reason UTSI ranked fifth among the nation's universities in 
DOE contracts. UTSI had seven contracts with the federal department 
worth $8.4 million. This spring DOE renewed the Space Institute's MHO 
contract for $9.2 million through April, 1989. 
At the UT College of Veterinary Medicine an intensive care unit for 
newborn large animals was completed. The unit will permit development 
of improved diagnostic and treatment methods for critically ill calves and 
foals, exotic breeds, and endangered species. On .. site equipment allows 
monitoring of cardiac parameters, inhaled oxygen, and blood gas vari .. 
abIes. 
At UT Chattanooga a research team determined that young children 
usually have a limited understanding of the nation's court system and 
probably are not prepared to be witnesses in child abuse and other cases. 
Dr. Amye Warren .. Leubecker, an associate professor of psychology, said 
information developed by the researchers was important because children 
are more frequently asked to testify in court as abuse cases increase. 
UT Medical Center at Knoxville this year became the first clinical 
facility in the nation to operate a positron emission tomography (PET) 
scanner. The PET scanner completed the Medical Center's Institute for 
Biomedical Imaging. With two magnetic resonance imagers, CT scanners, 
ultrasound, and now the PET scanner, the institute offers more imaging 
tools in one location than anywhere else in the world. 
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Magnetohydrodynamics 
research contract 
worth $9.2 million 
was awarded 
UT Space Institute. 
PROFILE 
Dr. B. Kelly Leiter 
Regular readers of 
the weekly newspaper 
column, "The Public 
Scold," know the writer 
pulls few punches In 
his one-man crusade 
against the shortcom­
ings of humankind. 
Behind the repri­
mands and acid wit Is 
Dr. B. Kelly Leiter, dean 
of the UT Knoxville 
College of Communica­
tions and a far more 
sympathetic person 
than Leiter, the cantan­
kerous columnist. 
While Leiter's writing 
classes tend to be no­
holds-barred affairs, 
the professor is careful 
to leave intact his 
students' self-respect. 
Only the work of 
anonymous strangers, 
gleaned from news­
papers and saved for 
writing class in a worn 
manila folder, receives 
the full brunt of Leiter's 
critiques. 
Students thus learn 
hard lessons, but are 
spared personal 
embarrassment and 
humiliation. 
In recognition of 
Leiter's concern for 
students and his 
commitment to high 
journalistic standards, 
Sigma Delta Chi, the 
Society of Professional 
Journalists, this year 
awarded the dean its 
national Distinguished 
Teaching in Journalism 
Award. 
Instruction 
LroUghout the University during 1987-88 there was evidence of 
improved programs for instruction. We saw better prepared students, 
taught by better faculty, in better facilities, with better equipment. 
Less discernible were the actual improvements. They did not begin 
this year and did not end this year. They were at work, nonetheless. 
Take, for example, the Tennessee Higher Education Commission's 
formula for determining state appropriations to public institutions. The 
formula has changed considerably since its implementation nearly 20 years 
ago. With the University of Tennessee's help and support, the formula 
created by THEC began as a very simple, very basic instrument. It multi, 
plied factors, such as enrollment and square footage, by a certain number 
of dollars. The total was the formula basis of the THEC's funding recom, 
mendation to the legislature. 
In its earliest form, the formula made no comparisons with the higher 
education programs of other states or peer institutions. Considering that 
UT campuses compete on many levels (for faculty and students, etc.) with 
institutions throughout the region and nation, the omission was signifi, 
cant. Gradually, over a period of years, the formula was fashioned into the 
instrument we have today-one which identifies UT's peer institutions 
and allows UT to move with them. 
UT programs for instruction also were enhanced this year by the 
state's continued emphasis on measures that tie higher education appropri, 
ations to qualitative improvements. Tennessee's Performance Funding Pro, 
gram, for example, gave UT and other public colleges and universities the 
opportunity to earn additional appropriations by achieving certain goals. 
Through Performance Funding, UTK continued to develop methods 
for outcomes assessment to evaluate the quality of instructional programs. 
Outcomes assessment includes a general knowledge or value,added test to 
determine how much students learn between enrollment and graduation. 
The test results have been comparable from year to year and they have also 
compared favorably with scores of students at other institutions. 
In addition to the general knowledge test, tests are administered in 
the students' major field. Although the sum of these tests provided tremen, 
dous amounts of information, they were by no means comprehensive. We 
supplement the tests with surveys of alumni, enrolled students, and for, 
merly enrolled students. We also closely monitor student performance on 
professional licensing exams. 
Instructional improvement can also be attributed to other factors. 
The Centers and Chairs of Excellence, both creations of the state 
legislature, had a very positive impact by making UT campuses more 
attractive to top faculty, researchers, and students. 
UT Chattanooga's program for instructional excellence this year was 
featured in a publication of the American Association of State Colleges 
and Universities.The publication included a collage of program ideas 
selected for creati v� approaches to such educational concerns as teaching, 
learning, student retention, and curriculum improvement. The UTC 
program was one of 79 chosen for inclusion in the publication from hun, 
dreds of AASCU institutions. 
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prepared students, 
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in better facilities, with 
better equipment. 
Programs for 
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enhanced by measures 
which tied higher 
education's state 
appropriations to 
qualitative 
improvements. 
PROFILE 
Dr. Barbara 
Huddleston Mattai 
"As long as there are 
people at risk-people 
in danger of succumb­
ing to life's conflicts 
and crises-there will 
always be a demand for 
trained social workers," 
said Dr. Barbara 
Huddleston Mattai. 
Mattai, an associate 
professor at UT Martin, 
was drawn to the field 
of social work by her 
desire to help people. 
The joy she felt 
working with students 
convinced her to be a 
teacher. 
"I love teaching; 
I love the interaction 
with students," Mattai 
said. "You feel wonder­
ful when your students 
go out and do well­
when you can say" 
had some part in it. " 
A native of Trenton, 
Tenn., Mattai earned 
her doctorate at the 
University of California 
at Los Angeles (UCLA). 
She returned to West 
Tennessee because 
she considered the 
area a better place to 
rear a family. 
UTe's Computer Science Department captured top honors in the 
"Four' Year Institution" category of a nation,wide computer science com, 
petition. The Data Processing Management Association and the DPMA 
Education Foundation selected the computer science department the 
winner of the Institution Recognition Award. The award was made for 
computer curriculum, job placement of graduates, academic achievements 
of computer faculty, and UTC commitment to the department. 
Recognition was also given UTC by the Chattanooga Area Urban 
League for its efforts in recruiting minority faculty and staff members. 
Jerome Page, president of the Urban League, said the C.C. Bond Minority 
Professorship in Education was one example of UTC progress in minority 
recruiting. 
UT Martin and UT Knoxville completed the transition from an 
academic calendar based on the quarter system to the semester system. 
The transition, which has been several years in progress, involved substan, 
tial curriculum review and revision. Both campuses start the semester 
calendar later this summer. 
In addition, a workbook developed by UT Martin's Center of Excel, 
lence for the Enrichment of Science and Mathematics Education gained 
wide acceptance among public school teachers. Called the Science Activi, 
ties Manual K,6, the workbook this year was in use in about 25 percent of 
Tennessee elementary school classrooms. Teachers follow the workbook to 
provide students a "hands,on" opportunity to learn science principles using 
simple, readily available materials. 
Students in the UTK College of Education completed the first year of 
a new five,year teacher education program. The students actually will 
receive a bachelor's degree after the traditional four years of training, but 
the fifth or professional year must be completed for teacher certification. 
Dr. Richard Wisniewski, dean of the college, said UTK is part of a na, 
tional trend toward five,year programs, although his college is one of the 
few which has actuaUy made the change. 
At UTK, the Learning Research Center published results of student 
urveys indicating graduate teaching assistants are becoming more effec, 
tive. The center attributed the improvement to more emphasis at the de, 
partment level, the SPEAK testing for international OT As, and the 
center's teaching skills seminar for OT As. 
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UT Knoxville student 
surveys indicated gradu, 
ate teaching assistants are 
becoming more effective. 
P R () F I L E 
Dr. Eileen Meagher The innovation, instructor's first look at students. They benefit 
could never quite based on the concept a student's paper often by observing first-hand 
Dr. Eileen Meagher concede the notion that of writing as a process, is only after it is turned that writing is not a 
good writing Is a God- differed fundamentally in for grading. quick and easy task, 
given talent, even when from conventional writ- "Our approach even for an instructor. 
she was frustrated by ing instruction. UT Chat- emphasizes practice," In addition, Meagher 
the results of her own tanooga hired Meagher Meagher said. "The takes students through 
teaching methods. to bring the method to instructor helps and specific writing steps-
Convinced there the UTC campus. coaches the students steps that help marshal 
had to be a better way, "The way writing is throughout the writing thought and facts to the 
Meagher enrolled In a often taught, it's always exercises. " writing task. Step one: 
New York college which game day and the coach Meagher sometimes Don't think before 
offered a doctoral is confined to the side- goes further, taking the writing, write in order 
degree in a new method lines,' said Meagher, role of player-coach by to think. 
of writing instruction. explaining that an writing along with the 
Graduate and Professional Instruction 
he UT Chattanooga Graduate School of Business and the UT 
Knoxville Management Development Center this year earned high 
rankings in surveys by two publications. 
U.S. News and World Report said UTC's school of business ranked 
third in the South in a survey of deans at 139 accredited business schools. 
UTC ranked behind George Mason University and Rice University in the 
survey, which took into consideration the quality of faculty, strength of 
curriculum, and how well the school prepares students professionally. 
UTK Management Development Center led all higher education 
institutions in the United States in a survey of functional management 
development programs for executives. The Bricker Bulletin of Executive 
Education ranked UTK first in functional management programs with 808 
executive participants and 2,067 participant,weeks. UTK was followed by 
the University of Pennsylvania's Wharton School of Business with 750 
executives and Columbia University with 658. In participant weeks, UTK 
was followed by Harvard, 922, and Wharton, 750. 
UT Martin earned approval by the UT Board of Trustees of its 
proposal to offer master's degrees in business administration and account, 
ancy. When classes begin this fall, UT Martin will become the second 
university in West Tennessee to offer graduate programs in business. 
UT Memphis, through its College of Allied Health Sciences, joined 
UT Chattanooga in an agreement which win provide education of physi, 
cal therapy students in East Tennessee, beginning next year. The two UT 
campuses will offer physical therapy instruction in association with the 
Siskin Foundation and Erlanger Medical Center, Chattanooga. 
The state's first teleconference in the health professions was broad, 
cast via satellite this year from UT Memphis. The telecast was trans, 
mitted to dentists at 11 receiving stations in Tennessee, Mississippi, and 
Arkansas. The dentists watched as advanced dental bonding techniques 
were demonstrated. Using telephones, the dentists communicated directly 
with the instructor and were able to have their questions answered during 
the telecast. 
The UT College of Medicine joined a select group of medical 
schools when it decreased lecture time in favor of more faculty,run discus, 
sion groups. For example, in January, the College of Medicine reduced 
first,year physiology lecture time from 130 hours to 60 hours. In place of 
the lectures, 60 to 65 hours of faculty,run discussion groups were added. 
Similar changes are planned for pathophysiology. Twenty to 30 
hours of this 200,hour, second,year course will be reserved for independ, 
ent study, followed up by faculty,led, small discussion groups. 
In addition, many second, year courses were shortened or rearranged 
so that students now spend an average of 22 hours in class lectures each 
week. Three years ago, the time spent in lectures averaged 31 hours each 
week. Dick Peppler, associate dean for academic and faculty affairs, said 
substituting faculty, led discussion groups for some lectures should help 
students to learn materials better. 
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Deans ranked UT 
Chattanooga Graduate 
School of Business third 
in the South. 
The state's firs t 
teleconference in 
the health professions 
was broadcast via 
satellite this year from 
UTMemphis. 
PRO F ILE What motivates students to study law 
Marilyn Yarbrough is a special interest of 
Marilyn Yarbrough, 
dean of the University 
of Tennessee College 
of Law. 
"If people Just want 
to make money-if 
that's what they're 
worried about-l have 
some real concerns," 
Yarbrough said. 
"When that becomes 
the driving force, peo­
ple see that the law 
becomes a means to an 
end. And then people 
adopt all sorts of short 
cuts, or less than 
desirable behaviors to 
get to the end. "  
Better t o  b e  a lawyer 
whose primary con­
cern is helping people 
by providing them with 
good legal representa­
tion. As Yarbrough put 
it, "With doing good, 
rather than doing welL" 
Yarbrough came to 
UT this year from the 
University of Kansas 
where she was an 
associate vice chan­
cellor. She is a former 
president of the 
national Law School 
Admissions Council 
and a former member 
of the NCAA Commit­
tee on Infractions. 
In Mellloriatn 
he University family this year mourned the deaths of a former 
president and seven of the University's closest friends and strongest sup' 
porters. These notable individuals were Clayton Arnold, Clarence Brown, 
A.E. McClanahan, Ruth Lee Parker, V. Hal and Alma Reagan, B. Ray 
Thompson, and Dr. Andrew D. Holt. 
Clayton Arnold, a retired rural mail carrier, shunned personal luxury 
to save and invest his income for the education of school teachers. "A per, 
son will have three or four outstanding teachers in a lifetime," Mr. Arnold 
once said, "and one (teacher) can make a big difference in a student's 
future." Mr. Arnold's gifts totaled more than $ 1  million. More than 300 
students at UT Knoxville, UT Martin, and UT Chattanooga have already 
benefited from his generosity. 
Clarence Brown, whose career as a motion picture director made him 
one of UT's most famous alumni, also was one of the University's greatest 
friends. Mr. Brown's $500,000 commitment to UT in 1968 made possible 
the Clarence Brown Theatre on the Knoxville campus. He said the 1970 
dedication of the theater eclipsed even the thrill of his six Academy 
Award nominations. In years following the dedication, Mr. Brown and his 
wife, Marian, gave the University personal memorabilia, original movie 
scripts, photographs, scrapbooks, and other materials. A graduate of the 
UT Knoxville College of Engineering, Mr. Brown's film successes included 
"National Velvet" and "The Yearling." 
Mr. McClanahan, president of the Davidson County Farm Bureau for 
51 years, gave UT 189 acres of land valued in 1970 at $500,000. The gift 
to UT was through a life income agreement by which Mr. McClanahan 
received the income froIn a trust created by his gift. The income will now 
provide scholarships for the UT College of Agriculture. 
Ruth Lee Parker was the wife of Gilbert F. Parker, the Lake County 
farmer and former state legislator, who died in 1976, leaving a sizeable sum 
of money to UT Martin. Mrs. Parker continued to receive income from the 
gift, which matured under the guidance of the University investment 
council. Upon her death in October, the trust was worth $1.12 million. 
UTM plans to use $500,000 of the funds to create the Gilbert F. 
Parker Chair of Excellence in Food and Fiber Industries by matching a 
state appropriation for the professorship. The remaining $500,000 will 
create the Gilbert F. Parker Agriculture Endowment. Half the income 
from that endowment will fund scholarships and the rest will be split 
evenly between UTM faculty development and equipment purchases. 
Hal Reagan died in August, followed by the death of his wife, Alma, 
in November. In 1977, the Reagans made what was at the time the single 
largest gift ever received by UT-3,335 acres of farm land in Alabama and 
Mississippi valued at $2.7 million. 
Following the wishes of B. Ray Thompson, the University has never 
publicly acknowledged the full extent of this good friend's generosity. One 
gift by Mr. Thompson of $5 million became public knowledge this year 
when the UT Board of Trustees named a multi,purpose arena at UT 
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"I sincerely hope that as I 
endeavor to administer 
the affairs of The Univer� 
sity of Tennessee, I shall 
regard every person as 
being the most important 
person in the world." 
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Knoxville in his honor. We can also say that Mr. Thompson enabled the 
University to attain levels of achievement not otherwise possible in many 
programs-particularly business, engineering, and agriculture. 
Dr. Holt devoted his life to education-beginning in the 1920s as a 
teacher, principal, and school system superintendent, then as president of 
the National Education Association, college professor, and ultimately as 
the University's 16th president. During Dr. Holt's II,year administration, 
UT's enrollment, research, and alumni support more than tripled, while 
state appropriations increased more than 400 percent by 1970. 
With the death of Dr. Holt, the nation lost one of its most inspiring 
educators and leaders. 
Photo of Andy Hoi! by J.T. Miller 
Private Giving 
he state's visionary Better Schools Program and a gift to the 
University of Tennessee convinced Dr. Peter M. Gresshoff this year to 
move his multi,million dollar soybean research project from Australia to 
Knoxville. Gresshoff is one of 16 teachers/researchers now holding UT 
Chairs of Excellence, the endowed professorships begun as part of the 
state's Better Schools Program in 1984. 
Gresshoffs appointment illustrates well the positive things that can 
happen when state support and private gifts come together. The former 
senior lecturer in genetics at Australian National University, Gresshoff 
arrived at the UT Institute of Agriculture in January to assemble a team 
of scientists and oversee renovation and construction of research facilities. 
Joining Gresshoff at the UT Institute of Agriculture will be an inter, 
national team of 14 scientists, including Australian, German, English, 
Mexican, Indian, Canadian, and Chinese researchers. Eventually the 
research team may improve many plant varieties and even create new 
ones. Discoveries could lead to new medicines, fibers for clothing, and 
more abundant food supplies. 
Private funds for Gresshoffs Chair of Excellence came from a 
$2.3 million bequest to UT by the late Knoxville industrialist I van 
Racheff. The gift permitted UT to put up $500,000 to match the state's 
half million dollar appropriation for the chair. 
Similar stories can be told about other Chairs of Excellence, but the 
best news may be yet to come. Twenty,two additional chairs are now 
funded and searches are underway to fill them. UTK has funded 12 Chairs 
of Excellence and filled seven; UTC has funded nine chairs and filled 
two; UT Memphis has funded 15 chairs and filled six; UT Martin has 
funded and filled one chair; and UT Space Institute has funded one 
unfilled chair. 
We also may have the opportunity to fund as many as eight new 
Chairs of Excellence, which will add to the legacy of endowed scholar, 
ships, faculty development opportunities, special research programs, and 
library improvements made possible by generous friends, foundations, and 
corporations. Our success matching the Chairs of Excellence endowments 
underscores the growth and achievement of UT's private fund,raising 
programs during the past 25 years. 
Since the UT fund,raising program's reorganization in the early 
1960s, private gifts of more than $250 million have been made for pro, 
grams at Martin, Memphis, Chattanooga, Knoxville, the Space Institute 
at Tullahoma, and the Institute of Agriculture. 
UT Memphis provides a perspective on the progress that's been 
made in private giving. Gifts to that campus totaled $32,000 in 1970 
compared with $8.5 million in 1987. 
Total giving to UT programs this year was $29.6 million. The 
amount includes more than $6 million from the Annual Giving Program 
of the UT National Alumni Association. Final giving totals for the year 
will be reported this fall at meetings of the UT Development Council and 
the Board of Governors of the UTN AA. 
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Since the early 1960s, 
private gifts to UT 
campuses and institutes 
have totaled more than 
$250 million. 
Gifts to UT Memphis 
totaled $32,000 in 1970 
compared with 
$8.5 million in 1987. 
PROFILE 
Dr. Peter Gresshoff 
Dr. Peter Gresshoff 
and his soybean reM 
search provide an 
excellent example of 
how private gifts to the 
University of Tennes­
see are put to work. 
Gresshoff, a plant 
geneticist, this January 
moved his research 
from Australia to the UT 
Institute of Agriculture. 
Many factors 
entered into Gress­
hoff's decision to 
relocate, but a Chair of 
Excellence was a major 
inducement. 
A portion of the 
money for Gresshoffs 
chair, or endowed 
professorship, came 
from a $500,000 gift by 
the late Ivan Racheff, a 
Knoxville industrialist. 
The Racheff gift was 
then matched by 
500,000 from Tennes­
see taxpayers under 
the legislature's Chairs 
of Excellence Program. 
Gresshoff chose 
soybeans for his 
research because the 
plant is self-fertilizing. 
It is also a top cash 
crop and of major 
economic importance 
worldwide. 
He hopes to deter­
mine, among other 
things, if the soybean's 
ability to make its own 
fertilizer can be 
transferred genetically 
to other plants-wheat, 
for example. 
This year the UT Institute of Agriculture's "Campaign for Agri� 
culture," which ends in December, neared its $10 million goal with 
$8.7 minion in gifts and pledges. Major gifts included $461,000 by Mr. 
and Mrs. Harley Irwin for agricultural economics. Mr. and Mrs. Hubert 
Nicholson contributed $55,000 for the ornamental horticulture and 
landscape design program. 
An endowment for support of the judging teams in memory of Profs. 
William E. Cole and E.R. Lidvall, J r. received more than $100,000 in gifts 
from friends and former judging team members. 
UT Chattanooga was winding up its Centennial Campaign with 
$18 million in gifts and pledges, well ahead of the $15 million goal set for 
the fund�raising effort. Gifts to UTC included $515,000 worth of com� 
puter hardware and software by the Hewlett�Packard company and an 
anonymous contribution of $750,000 to establish an endowment for the 
UTC Library. The Southeast Center for Arts Education at UTC received 
commitments of $625,000 from the Getty Foundation of California, $1.5 
million from the Lyndhurst Foundation, and a $250,000 anyonymous gift. 
UT Martin received a gift commitment of $250,000 from the family 
of the late Horace Dunagan, a former member of the UT Development 
Council. The Dunagan gift will be matched by W est Tennessee financial 
institutions to establish an endowed professorship in banking. 
Outstanding gifts to UT Knoxville included $100,000 from enter� 
tainer Roy Acuff for music, band, and choral scholarships. 
UTK College of Engineering reported several major gifts to its Bridge 
to the Future Campaign: $454,000 from Allied Signal, $100,000 from 
Tenneco, $100,000 from the South Central Bell Foundation, and 
$100,000 from Texas Instruments in honor of S.T. Harris, a UT alumnus 
and retiring TI general director. 
The college also established the Henry C. Goodrich Chair of Excel� 
lence with gifts of $250,000 from Arthur Temple, $100,000 from the 
Temple Inland Foundation, $50,000 from Time, Inc., $10,000 from the 
Henley Group, $10,000 from Lazard Freres, and a $30,000 commitment 
from the Ball Corporation. 
Goodrich is a member of the UT Development Council and an 
alumnus of the College of the Engineering. During the leadership phase of 
the college's Bridge to the Future Campaign, Goodrich and his wife 
committed $150,000. 
Giving highlights at UT Memphis include the following: 
• $500,000 by LeBonheur Children's Medical Center for a second LeBon� 
heur Professorship in Pediatrics at UT Memphis. 
• Buckman Laboratories International and the John D. Buckman Chari� 
table Trust each committed $250,000 toward the John Dustin Buckman 
Endowed Professorship in Pediatrics. 
• The College of Medicine received $550,000 from the estate of Dr. 
Arthur F. Porter, surgeon and professor at UT Memphis. The money 
will be used for merit scholarships. 
• A gift of $125,000 established the Belz Family Research Scholarship 
Fund for use by the College of Graduate Health Sciences. 
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UT Chattanooga 
Centennial Campaign 
is well ahead of its 
$15 million goal. 
Between 1 970 and 
April 1 988 the legis la, 
ture 's capital 
outlay or construction 
expenditures at UT 
totaled nearly 
$550 million. 
Enrollments and 
new facili ties at UT 
Chattanooga have 
almost doubled during the 
past 1 8  years . 
I An Overview 
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h accomplishments of this administration during the past 1 8  years 
started with the late UT President Dr. Andrew D. Holt and his concept of 
friend,raising. Dr. Holt believed the University belonged to the people of 
Tennessee, and he said that it was impossible to raise funds-public or 
private-unless UT first had friends. Most people called it fund,raising, 
but Andy called it friend'raising. 
Dr. Holt instructed his staff to get out of their offices and get in, 
volved with people. He wanted his staff to know about the people of the 
state and the people to know about the University. 
That's how we began. We started in the 1960s, but we were fighting 
so hard just to keep up with enrollment increases , we didn't really get 
going until the '70s and '80s. Following Dr. Holt's philosophy, we sought 
to involve the University in anything that was good for the state. 
The Univers ity is helping the Saturn Corp. in Spring Hill and we are 
also working with the Tennessee Valley Authority,  the Technology 
Corridor in East Tennessee, the Biomedical Research Zone in Memphis, 
and with various groups and organizations at UT Martin, UT Chatta, 
nooga, and the UT Space Institute. 
OUF efforts have given Tennesseans a new appreciation of the bene, 
fits of a strong Univers ity-an appreciation reflected in increased public 
and private support for UT. Between 1970 and this year ( through April) 
the legislature's capital outlay or construction expenditures at UT totaled 
nearly $550 million. 
At UT Memphis in 1 97 1  there was approximately 1 .5 million square 
feet of space. On June 30 of this year, the campus will have 2 .8 million 
square feet. 
Physical plant expansion at UT Martin also has been vigorous. More 
than 5 2  percent of all square footage under roof at the campus was built 
under this administration. Enrollments and new facilities at UT Chatta, 
nooga have approximately doubled. The '60s was the construction decade 
at UT Knoxville , but two major projects-the John C. Hodges Library 
and the Thompson, Boling Arena-opened on the campus this year. 
State appropriations for the operation of the University were 
$46 milHon in 1 970, 7 1  compared with $269.5 million for 1987 ,88. The 
market value of UT endowments, funded primarily through gifts, in, 
creased from $ 1 5  million in 1 970,7 1 to $ 1 62 million this fiscal year. 
Friend,rais ing also has been important to the University's deferred 
giving program, the results of which are j ust beginning to unfold. Many 
people have written the University into their wills or set up trusts and 
these will be maturing for years to come. As a result-if our total giving 
programs each year are annually in the range of $25 to $30 million-they 
could very well be $60, $ 70, maybe even $ 1 00 million in the near future. 
Evidence of the friend,raising philosophy can also be found in the 
way the University system relates as a support structure to the UT 
campuses . Although the system was created at the end of Dr. Holt's ad, 
ministrat ion, this administration helped make the system work. 
We found that, like a corporation, there were certain things that 
needed to be highly decentralized and there were certain things that 
needed to be centralized. To save money and improve efficiency, 
certain services such as planning, architecture, bookkeeping, payrolls, 
and investments were concentrated in the system. 
The system also was designed to serve the campuses by representing 
the University to the state legislature, the U.S. Congress, and other exter� 
nal audiences. And, although there has always been cooperation with 
campus administrations, the system has been very involved in alumni 
affairs and fund�raising-providing certain expert services, such as estate 
planning and organization of alumni chapters. 
Believing that a president cannot effectively lead four campuses, we 
placed direct responsibility for these entities in the hands of chancellors. 
The president and the system staff can help, but campus leadership must 
come from the chancellor because the chancellor is the person who is 
working day to day with faculty and students. 
This administration will be remembered for putting together an 
efficient UT system, for the solid funding levels achieved through the 
state, for its impressive private giving programs, and for major construc� 
tion projects. 
These accomplishments combined to make possible significant 
academic progress with better teachers, better students, better classrooms 
and laboratories, better equipment, more scholarships, more professorships, 
and more competitive faculty salaries. 
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Financial Perspective 
I ncreased state appropriations, generous private giving, and sound 
management during 1987,88 helped the University of Tennessee earn 
revenues of $ 763 million. 
Current revenues at the University of Tennessee have increased more 
than $267 million during the past four years, due in part to the Better 
Schools Program of the Tennessee General Assembly. 
State appropriations for operating purposes totaled $269.5 million 
during 1987,88, a 56 percent increase over the $173.1 million appropria' 
tion four years ago. 
Legislative support for major construction and renovation projects 
and the Chairs of Excellence program for funding endowed professorships 
provided UT an additional $1 10 million in funds during the past four years. 
The funding increases have allowed the University to correct some 
deficiencies and respond to several major priorities for improving the 
quality of academic programs and support services. 
Student fees were raised approximately 7 percent during the year to 
comply with Tennessee Higher Education Commission policy which 
recommends a 70/30 ratio between state funding and student fees. 
Total revenues also included $41 8.3 million earned through UT 
auxiliary enterprises which included hospitals, grants, contracts, private 
gifts, and other sources. 
The market value of UT endowment and other investment funds sur, 
passed $ 1 60 million during 1987,88. The chart on page 25 illustrates this 
growth from $50 minion in 1982 to $162 million at June 30, 1 988. UT's 
endowment now ranks in the top 20 among public universities in the U.S. 
The University's philosophy for investment of endowment funds 
related directly to the perpetual nature of the funds. Consideration was 
GROWTH IN CURRENT REVENUES 
given to current programs, spending demands, and the need to protect the 
purchasing power of the funds over an unending time horizon. 
The University's investment policies reflected an emphasis on in, 
creasing the value of individual endowment funds to offset inflation while 
generating sufficient income to meet the spending needs of programs. 
The University's Consolidated Investment Pool consisted of 772 
endowment funds which represented the core of UT's invested funds. By 
pooling the 772 endowed funds for investment purposes, closer supervision 
was possible and each eligible endowment and quasi,endowment had the 
advantage of participation in a well,diversified portfolio of investments. 
The endowment pool has more than quadrupled in value during 
the past six years, from a total market value of $16 million in 1982 to 
$69 million at June 30, 1988, exclusive of income. The growth resulted 
from $35 million in new gifts for endowment and $18 minion from invest, 
ment performance. 
The pooled fund allowed each contributing endowment fund to 
participate in the income and capital appreciation of the pool on a per 
share basis equal to its contribution into the pool. 
Poor performance of the stock market during the fiscal year (which 
included the collapse of stock prices on Oct. 19 ,  1987) was responsible for 
disappointing investment returns for the pooled endowment fund. 
Despite the unfavorable environment for stocks, the fund achieved a 
small positive return for the year of 1.1 % .  Broad diversification of assets, a 
rather defensive posture prior to the market collapse, and excellent rela, 
rive performance for components of the portfolio was responsible. 
The total return for the year ranked favorably with results of other 
funds reported by various performance measurement services. The various 
FUNDS INVESTED FOR BENEFIT OF UT 
• Chairs of Excellence 
o UC Foundation 
D Life Income Trusts 
D Separate Endowments 
Endowment Pool 
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component portfolios were generally in the top 25 percent of s imilar funds.  
The average annual return for the pooled endowment fund was 1 7 .9 
percent over the six years ended June 30, 1 988. This investment perform, 
ance is illustrated by the chart on page 29. The chart illustrates a typical 
,endowment fund with a market value of $ 100,000 at June 30, 1 982 .  As, 
suming that this endowment fund purchased shares in the pooled fund at 
that date, the current market value of the endowment fund at June 30, 
1 988, would be $ 1 73 ,000. 
In addition to market value appreciation, the fund would have earned 
$57 ,000 in income. The cumulative income added to the market value 
growth yielded a total return represented by the top l ine on the chart. 
The total investment return was $ 130,000 over s ix years on the original 
investment of $ 100,000. 
The University also had $9 million in separately invested endowment 
funds.  These funds were separately invested due to donor restrictions , 
characteristics of the investments , or other considerations. 
For s ix consecutive years UT has ranked first among public institu' 
t ions in the total market value of funds in charitable remainder trusts , 
according to the National Association of College and University 
Business Officers . At June 30, 1 988, the University had $ 14 million in 
remainder trusts . 
These trusts represent donations made to the University with the 
stipulation that periodic payments be made to either the donor or other 
designated rec ipients from the income earned by the fund. Upon the death 
of the beneficiaries of the trust, the trust is terminated and the principal is 
used for the benefit of the University according to the wishes of the donor. 
The University endowment funds of $78 million, with the $ 14 mil, 
l ion in charitable remainder trusts , provided a total market value of $92 
mill ion for investments reflected on the financial statements. 
University of Chattanooga Foundation 
The University of Tennessee at Chattanooga is the sole income bene� 
ficiary of the Univers ity of Chattanooga Foundation. The Foundation is a 
separately incorporated , not�for�profit entity organized for the purpose of 
promoting the educational mission of UTC. 
The activities of the Foundation are governed by a board of trustees . 
The financial statements of the University do not include financial data of 
the Foundation. 
The market value of the Foundation assets at June 30, 1 988, was 
approximately the same as last year, $33 million. During the year, the 
Foundation provided $ 1 .6 million to UTC for support of designated proj � 
ects. S ince the Foundation was created 1 9  years ago, it has contributed 
more than $ 1 5 .8  million to UTC. 
Chairs of Excellence Endowment 
The Tennessee General Assembly appropriated $4 million to be 
added during 1 988�89 to the Chairs of Excellence Endowment for the 
University of Tennessee. Between 1 984 and 1 986 the legislature appropri� 
ated $ 1 7 .5 million for the endowment. The appropriations provided that 
the Chairs of Excellence Endowment be designated an irrevocable trust in 
the office of the State Treasurer. 
For the University to activate the state's portion of the endowment, it 
must match the appropriation on a one�to�one basis. While the University 
was rais ing the match money for these chairs , the state's funding earned 
ILLUSTRATION OF ENDOWMENT 
INVESTMENT PERFORMANCE 
1 982 1 983 1 984 1 985 1 986 1 987 1 988 
fiscal years ending June 30 
sufficient interest to provide additional chairs for the University. When all 
state appropriations are matched, the UT Chair of Excellence Endowment 
will be $46 million. 
As of June 30, 1988, the University had matched 35 Chairs of Excel, 
lence, each endowed by $1 million. The University has commitments 
pending to match the remaining chairs from the original appropriation 
and has begun efforts to secure additional matching funds for the 1988,89 
appropriation. The financial statements of the University do not include 
financia� data of the Chairs of Excellence Endowment. 
Cash Management 
The University of Tennessee, unlike many public universities in other 
states, has direct responsibility for management of its financial resources. 
Because the University directly benefits from interest earnings, the 
University has carefully structured a centralized cash management program 
to keep every dollar constantly at work. 
Temporary investment of idle cash was an important revenue source 
for UT. All campuses and units shared in returns generated by the program. 
The average return on cash management assets during 1987,88 was 
7 .2 percent compared with 6.5 percent paid by representative money 
nlarket mutual funds during the period. During the past five years, the 
average return on UT's cash management program was 8.8 percent 
compared to the 7.8 percent return provided by money market funds. 
A key factor in the ability to generate this additional return resulted 
from an investment strategy initiated in 1983. The higher average returns 
provided by the strategy allowed the University to earn more than $6.4 
million in additional interest since 1983 with no significant increase in risk. 
Another factor in cash management success was a system which pro, 
vided for deposits to be made in local banks statewide, then automatically 
concentrated in a Knoxville bank account for immediate investment. 
In addition, the University treasurer's office has installed a Treasury 
Management Information System to allow computerized daily monitoring 
of bank balances and transaction activity. 
All UT budget entities share in a pro,rata distribution of the general 
fund interest income. 
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Self .. Supporting Operations 
The UT Medical Center at Knoxville and the William F. Bowld 
Hospital at UT Memphis are self, supporting operations with income 
provided from patient care activities. Both hospitals closed the 1987,88 
year with a profit. 
The Bowld Hospital, which incurred a $ 1 0 million debt to finance 
working capital in 1983 , repaid the remaining debt during 1987,88, five 
years ahead of schedule. 
Other self,supporting operations of the University include residence 
halls, dining facilities, parking, bookstores, and the men's intercollegiate 
athletics program at UT Knoxville. Auxiliary enterprise operations 
produced a profit this year on revenues of $73.1 million. 
Capital Outlay Programs 
Expansion of University facilities continued at a record pace during 
the year. Expenditures for capital projects totaled $63 .5 million. Twenty, 
four projects were completed at a cost of $50.0 million. 
In addition, 2 1  projects worth $69.5 million were under construction. 
Funded for construction (design phase) were an additional 2 1  projects with 
an estimated value on completion of $40.2 million. 
All active projects, including those completed during 1 987,88 and at 
various stages of completion, totaled $ 1 59.7 million. A summary of the 
major capital construction completed and underway can be found on pages 
48 and 49 of this report. 
UT's major capital maintenance projects were funded by the 
legislature through a program of restricted appropriations. The program has 
helped preserve the state's investment in educational facilities by 
providing for repairs and renovations. 
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Managetnent Responsi i ity for 
Financial Statements 
he financial statements on the following pages have been 
prepared in general conformance with College and University 
Business Administration, which sets forth generally accepted 
accounting principles for colleges and universities. The 
management of The University of Tennessee is responsible for the 
integrity and objectivity of these f inancial statements. 
Management believes that the University's highly developed 
system of internal accounting controls provides reasonable assurance that 
assets are protected and that transactions and events are properly 
recorded. The system of internal controls is maintained by establishment 
and communication of fiscal policies and procedures, careful selection of 
qualified financial staff, and an extensive program of internal audits and 
management reviews. 
The financial statements have been audited by the State of 
Tenne see, Comptroller of the Treasury, Division of State Audit. The 
auditors ' report, as shown on page 41, is based on audit procedures 
described in the first paragraph of their report, which include obtaining 
an understanding of University systems, procedures and internal controls, 
and performing tests and other auditing procedures sufficient to provide 
reasonable assurance that the financial statements neither are materially 
misleading nor contain material errors . 
The statements contained in this report are intended to provide a 
picture of the flow of financial resources of the University during the 
fiscal year 1 987,88 and the balances available for the future. A separate 
publication entitled Report of the Treasurer 1 988 contains additional 
details, supporting schedules, and appendices and is designed to supply 
analysis of important items summarized or consolidated in the financial 
statements of this report. The publication is available for those who wish 
to make a more extensive analysis of the University's operations. 
Respectfully submitted, 
A. David Martin 
Treasurer 
Emerson H. Fl 
Vi President for Business 
and Finance . 
Balance Sheet 
June 30, 1988 With Comparative Figures at J une 30, 1987 
ASSETS 
CURRENT FUNDS 
Unrestricted 
General 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . . . . . . . . . . . . 
Investments (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Interest Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Accounts Receivable (Net After Allowance of $ I , 1 6 1 ,669.99 
at J une 30, 1 988)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Inventories (Notes 3 and 5 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Prepa id Expenses and Deferred Charges . . . . . . . . . . . . . . . . . . . . . 
Due From Life Income Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
1 988 1987 
29,628,332.0 1 . . . . . . . $ 3 1 ,3 1 9,225 .57  
40.399, 598 .83 . . . . . . . 30, 1 7 1 ,009.86 
2 , 1 89.72 5 .9 . . . . . . . 1 583,445 .58 
5 ,92 1 .561 . 02 . . . . . . . 
3,7 2,203 .76 . . . . . . . 
1 2 5 6  898.4 3 . . . . . . . 
38,7 54.3 5 . . . . . .  . 
5 ,000,8 1 7 . 73 
8 ,392 ,664.67 
92 1 ,509.80 
50,290.78 
Total General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 83, 1 67,074.30 . . . . . . . $ 7 7 ,438 ,963 .99 
Auxiliary Enterprises 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . . . . . . . . . . . . $ 1 2 , 1 1 4,73 1 . 5  . . . . . . .  $ 1 1 .323,33 7 .88 
Accounts Receivable (Net After Allowance of $ 1 ,49 1 ,952 .04 
at June 30, 1 988) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Inventories (Note 5 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Deferred Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
1 , 545,054. 5 7  . . . . . .  . 
3, 55 ,209.37 . . . . . .  . 
72,050. 5 2  . . . . . .  . 
1 ,805 ,4 1 7 . 1 7  
3 ,593 ,308 .44 
80, 787 .20 
Total Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 7.587,046. 4 . . . . . . . $ 1 6,802,850.69 
Hospitals 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . . . . . . . . . . . .  $ 1 2, 33, 70. 38 . . . . . . .  $ 1 3 ,308,865 .0 1 
Accounts Receivable (Net After Allowance of $24, 1 40,087 .80 
at June 30, 1 988 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Inventories (Note 5 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Deferred Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Stocks (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
29, 78, 7 52 . 7 5 . . . . . . . 
1 ,674.467.23 . . . . . .  . 
176,386.6 . . . . . .  . 
33,2 50.00 . . . . . . . 
22 ,347 ,345 .24 
1 ,380,7 1 8 . 7 8 
192 ,466.00 
33,2 50.00 
Total Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 44,496,526.9 . . . . . . .  $ 3 7 , 262,645.03 
Total Unrestricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 45,250,647.30 . . . . . . . $ 1 3 1 ,504,459. 7 1 
Restricted 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 2 ,094, 85 .93 . . . . . . . $ 1 6,269,54 1 .67 
Accounts Recei vable , Educational and General . . . . . . . . . . . . . . .  2 1 ,265 ,77 1 .48 . . . . . . . 1 5 ,868 ,02 5 . 1 7 
Accounts Receivable , Hospital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74, 525 . 1 . . . . . . . 639,722 . 22  
Bonds (Note 4)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8. 1 97.00 . . . . . .  . 1 3 , 1 4 7. 00 
Stocks (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86, 5 22.00 . . . . . . . 9 ,0 1 3 .3 7  
Other Assets (Note 4 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,031 .29 . . . . . . . 24,000.00 
Total Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,22 1 ,43 2 .86 . . . . . . . $ .32 ,82.3 ,449.43 
TOTAL CURRENT FUN DS . . . . . . . . . . . . . . . . . . . . . . . $ 1 79,472,080. 1 6  . . . . . . . $ 1 64,32 7,909 . 1 4 
LOAN FUNDS 
Cash and Cash Equivalents (Note 4 )  . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 ,6 5 50. 20 . . . . . . . $ 2,289,73 2.48 
Interest Receivable . . . . .  . . . . . . . . . .  . . . . . . . . . . . .  . . . . . .  . . .  . . . 292 ,278. 1 2 . . . . .  " 246,746 .26 
Notes Receivable (Net After Allowance of $ 1 ,938 . 063 .62 
at J une 30, 1 988)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.656, 5 2 .67 . . . . . . . 2 2,088 ,334.40 
TOTAL LOAN RJNDS . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25 ,642 ,480. 9 . . . . . . . $ 24,624 ,8 1 3 . 1 4  
3 2  
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LIABILITIES AND FUND BALANCES 
CURRENT FUNDS 1988 
Unrestricted 
General 
Salaries and Wages Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 0,066,9 1 9.60 . . . . . . . $ 
Account Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,49 ,74 .40 . . . . . . . 
Payroll Taxes Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 ,662 ,464 .8 . . . . . . . 
Deposits and Advanc Payments . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,62 5 ,968.70 . . . . . . . 
Deferred Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,956,208.87 . . . . . . . 
Fund Balances 
Reserve for Unemployment Compensation (Note 3 )  . . . . . . . . . . 879,2 4.54 . . . . . .  . 
Reserve for Revolving Accounts (N t 3 . , . . . . . . . . . . . . . . . . 1 , 1 8 , 19 1 .95 . . . . . . . 
Reserve for Working Capital (Note 7 )  . . . . . . . . . . . . . . . . . . . . .  9,629,326.46 . . . . . .  . 
Reserve for Encumbrances (Note 1 5 )  . . . . . . . . . . . . . . . . . . . . . . 4,32 ,07 5 . 73 . . . . . .  . 
Reserve t r Unexpended G ifts . . . . . . . . . . . . . . . . . . . . . . . . . . . . 984,795.2 1 . . . . . . . 
Allocated for Reappr priati n . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,799 536.00 . . . . . .  . 
Unallocated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,5 55,562.0 1 . . . . . .  . 
Total General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 83, 1 67 .074.30 . . . . . . .  $ 
Auxiliary Enterprises 
1987 
9,579,246.66 
24,383 ,978.02 
7 ,06 1 ,2 1 1 .06 
92 1 ,969.89 
7 ,665 ,508.79 
983 , 1 79.3 1 
3 ,053 ,5 7 1 . 1 1  
1 3 , 72 1 ,235 .65 
3 ,579,66 1 .30 
1 ,2 1 0,3 1 1 .82 
1 ,624,952 .34 
3 ,654, 138.04 
77 ,438,963 .99 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 ,5 1  9 14 .42 . . . . . . .  $ 1 ,322 ,446.88 
Deferred Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fund Balances 
Reserve for Revolving Accounts Note 3) . . . . . . . . . . . . . . . . .  . 
Reserve t r Working Capital (Note 7 )  . . . . . . . . . . . . . . . . . . . . . 
Reserve for Encumbrances (Note 1 5 )  . . . . . . . . . . . . . . . . . . . . . . 
Unallocated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Total Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Hospitals 
7,7 7 ,5  2 . 1 . . . . . . .  7 ,787 , 1 14.55  
. . . . . . . 3 ,5 1 2 .37  
5,400,263 .94 . . . . . . . 5 ,398,725 .6 1  
79.3,922.38 . . . . . . . 489,989.45 
2,0 6,383. 1 4  . . . . . . . 1,801,061 .83 
1 7,587,046.04 . . . . . . .  $ 16,802,850.69 
Accounts and Notes Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,2 9,739.42 . . . . . . .  $ 8,906,996.6 1 
Accrued Wages Payable . . . . . . . .  . . . . . . . . . . . . . . . . . .  . . . . . . .  . 1 ,865 ,0 6.72 . . . . . . . 1 , 249,270.26 
Fund Balances 
Re erv for Revol ing Accounts (N te 3) . . . . . . . . . . . . . . . . . . 1 0,75 3 .53 . .  . . . . . 25 ,25 1 . 1 7  
Reserve fl r Working Capital (Note 7 
Memorial Hospi tal , Knoxville . . . . . . . . . . . . . . . . . . . . . . . . . . 27,474, 1 30.55 . . . . . . . 2 1 ,43 1 ,250.36 
William F. Bowld Hospital , Memphis . . . . . . . . . . . . . . . . . . . .  4, 1 79,089 .43 . . . . . . . 2 ,296,8 1 3 .66 
Reserve for Encumbrances (Note 1 5  
Memorial Hospital , Knoxville . . . . . . . . . . . . . . . . . . . . . . . . . . 1 , 1 06,396.97 . . . . . . . 2 ,786,836 .87 
William F. Bowld Hospi tal , Memphis . . . . . . . . . . . . . . . . . . . . 588,224.4 3 . . . . . . . 5 5 1 ,252 . 16  
Unallocated 
Memorial Hospital , Knox v i l le . . . . . . . . . . . . . . . . . . . . . . . . . . 587 , 1 66.87 . . . . . . . 637 , 1 87 . 1 2  
William F. Bowld Hospital , Memphis . . . . . . . . . . . . . . .  " . . . (524,06 .96) . . . . . . ( 622 ,2 1 3 . 1 8 )  
Total Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 44,496,526.96 . . . . . . .  $ 37 ,262,645 .03 
Total Unre trier d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 45 ,250,647.30 . , . . . . . $ 1 3 1 ,504,459.7 1 
Restricted 
Salaries and Wages Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Fund Balances 
General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Auxi liary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Ho pitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
248,7 36.0 . . . . . . .  $ 
2,058, 1 2  .42 . . . . . .  . 
30,36 1 ,9 1 6.74 
. . . . . . . 
1 79,4 9. 1 8  . . . . . . . 
1 ,373 , 1  1 . 5 2  . . . . . . . 
2 1 9,739.00 
1 , 750,042.38 
29,6 14 , 1 29.87 
1 64 ,259.64 
1 ,075 ,278.54 
Total Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 34,22 1 ,4 32 .86 . . . . . . . $ 3 2 ,823 ,449.43 
TOTAL CURRENT FUNDS . . . . . . . . . . . . . . . . . . . . . . . $ 1 79,47 2,080. 1 6 � . . . . . . $ 164,327 ,909. 14 
LOAN FUNDS 
Fund Balances 
Privately Sp nsore Loan Funds - Restricted . . . . . . . . . . . . . . . . . . . $ 
Institutional Loan Funds , Restricted . . . . . . . . . . . . . . . . . . . . . . . . . 
Federal Participation Loan Fund ' Re trieted . . . . . . . . . . . . . . . . .  . 
TOTAL LOAN RJNDS . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
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ASSETS 
E DOWMENT AND SIMILAR FUNDS 
Cash and Cash Equiv lents (N te 4) . . . . . . . . . . . . . . . . . . . . . . . . $ 
Accounts Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
N otes Recei able ( Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Bon s Notes 4 and 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Assets With The University of Chattanooga 
Foundati n, Inc. ( Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Assets Held By Others (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Stocks (N otes 4 and 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Real Estate (Notes 4 and 6 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Other Assets ( Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
TOTAL ENDOWMENT AND SIMILAR FUNDS . . . . $ 
LIFE INCOME FUNDS 
Cash and Cash Equivalents (Note 4) . , . . . . . . . . . . . . . . .  , . . . . . . $ 
Accounts R ceivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Notes Receivable (Note 4) . . . . . . . . . . , . . . . . . . . . . . , . . .  , . . . .  . 
Bonds (Notes 4 and 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Stocks (Notes 4 and 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . 
Real Estate (Notes 4 and 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
1 9  8 
1 2,258,679. 50 . . . . . $ 
478, 1 6.7 7  
26,43 1 ,3 7 1 .2 7  
I ,D 0,000.00 
1 25 ,690 .00 
30,59 5 , 1 74.86 
1, 04,068 . 50 
1 753 , 200.00 
74,446,3 50.90 . . . . . $ 
8 5 , 345 . 1 2  . . . . .  $ 
8,56.3.87 
1 34 663 . 1 7  
8,566,286.20 
2 ,946, 506.9 1 
1 ,060,650.00 
1 3 ,662 ,0 1 5 .2 7 TOTAL LIFE INCOME FUNDS . . . . . . . . . . . . . . . . . . . $ ==== ==�===== . . . . . $ 
PLANT FUNDS 
Unexpended Plant 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . . . . . . . . . . . . $ 
Accounts Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Notes Receivable (Note 4 )  . . . . . . . . . . . . . . . . .  , . . . . . . . . . . . . . 
Stocks (Note 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Real Estate ( Note 4 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
State Education Bui lding Bond Appropriations . . . . . ' . . . . . . . . . 
Authorized Bond Issues � Tennessee State 
School Bond Authority . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Total Unexpended Plant . . . . . . .  , . . . . . . , . . . . . . . . . . $ 
Retirement of Indebtedness and Renewal and Replacement 
Cash and Cash Equivalents ( Note 4) . . . . . . . . . . . . . . . . . . . . . . . $ 
Assets With Trustees 
Tennessee State School Bond Authority . . . ' . . . . . . . . . . . . . . . 
T ele hone System Resel ve Funds . . . . . . . . . . . . . . . . . . . . . . . , . 
Total Retirement of Indebtedness and 
Renewal and Replacement . . . . . . . , , . . . . . . . . . .  , . . . $ 
Investment in Plant (Note 9)  
Lat1d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . $ 
Buildings . , . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Improvements Other Than Buildings . . . , . . .  , . . . . . . . . . . .  , . .  . 
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , . . . . . . . .  . 
Library Books (At $20.00 Per Volume ) " . . . . . . . " . . . , . . . . . . 
L 'vestock (At Market) . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . 
1 3,339,98 1 .8 . . . . .  $ 
3 ]  5 , 105 .00 
36,773 .07 
1 1 , 500. 
390 050.0 
2 883,9 1 8. 1 5  
1 1 ,89011 73 .24 
28,867 , 50 1 . 3 5  . . . . .  $ 
22,863 ,9 1 2.28 . . . . . $ 
2 1 .393,939.7 5  
2 ,846.38 
44.260,698.4 1 . .  , . , $ 
2 . 572 . 1 08 . 6 . . . . .  $ 
659, 822 ,007 .6 1 
3 ,8 56, 5 20. 1 5  
209, 1 5 2 ,8 1 1 . 1 6  
52,9 1 8, 1 80.00 
1 13 56, 7 56 .00 
1987 
1 1 ,6 10,96 7 . 77  
270,988.32 
5 77 ,633 .90 
20,93 3 ,3 8 .50 
1 ,000,0 0.00 
1 25 ,690.00 
23 ,9 1 5 ,085 .06 
2 ,963 880 .00 
927 ,000.00 
1 , 1 1 6 ,204.87 
1 ,677 .40 
84,899.26 
1 0,702 ,696 .67 
4,7 1 2 ,632 . 75  
732 ,9 1 2 .00 
1 7 ,35 1 ,022 .95 
24 303 ,563.00 
242 , 1 25 .00 
2 ,768,3 1 0.97 
5 ,000.00 
1 84 ,650 .00 
1 ,0 1 1 ,42 7 .89 
1 2 ,3 29,494.72 
40,844,5 7 1 .58  
1 8 , 1 1 0,934.20 
2 1 ,559 ,065 .28 
1 , 1 2 1 ,602 .5 5 
40,79 1 ,602 .03 
26, 537 ,425 .86 
6 1 0,438,737 .74 
32 , 8 1 2 ,938.22 
1 65 , 5 54,83 1 .86 
5 1 ,69 ,840.00 
1 ,309,067.30 
Total Investment in PI nt . . . . . . . . . . . . . . .  , . . . . . . . . . $ 986,6781383.78 . . . . . $ 888,343 ,840.98 
TOTAL LANT FUNDS . . . . . . . . . . . . . . , . . . . . . . . . $ 1 .059 806, 583. 54 . . . . . $ 969 ,980,0 1 4.59 
AGENCY FUNDS 
Cash and Cash Equivalents (Note 4) . . . . . . . . . . . . .  , . . . . . . . . . . 
Accounts Receiva Ie . , ' ,  . . . . . . , . . . . . " . . .  , . .  , " ' , . ,  . . . . . . 
Bonds (Note 4)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . 
Stocks (Note 4) . ,  . . . , . . . . . . . . . . . . . . . . . . . . . . , . . .  " . . . . . . . 
TOTAL AGENCY FUNDS . . . . . . . . . . . . . . . . . . . . . . . $ 
34 
3 59,258.44 . . . . . $ 
1 24,32 1 .43 
98 7 50.00 
3 ,505,446.00 
4,08 7 . 7 7 5 .87 . . . . .  $ 
6 1 4 ,6 1 6.92 
8 1 ,476.08 
98 ,7 50.00 
3 ,505,446.00 
4,300,289.00 
- - . - - -. - - . -• I � - - - - - -- - - . - . 
LIABILITIES AND F ND BALANCES 
ENDOWMENT AND SIMILAR FUNDS 
ACCOW"lts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . $ 
Fund Balanc s 
Reserve for Losses n Cons l id ted 
Investment Po I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Endowment � Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Quasi �Endowment - Re trict d . . . . . . . . . .  , . . . . . . . . . . . . . . . . . 
- Unrestricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
TOTAL ENDOWMENT AND SIMILAR FUN DS . . . . $ 
LIFE INCOME FUNDS 
Due To Unre . trieted Current Funds . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Fund Balances - Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
TOTAL LIFE INCOME FUNDS . . . . . . . . . . . . . . . . . .  . 
PLANT FUNDS 
Unexpended PI nt (Note 1 4  
Account Payab le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
Fund Balances 
Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrestricted 
Designated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Undesignated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total Unexpended Plant . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Retirement of Ind btedness and Renewal and eplacement 
Fund Balances 
Reserve for Interest Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Unal located - Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
- Unrestricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Total Retirement f Indebtedness and 
1 988 
433.700.00 . . . . . $ 
1 0 927. 28. 1 
58,769,253 .25 
1 70, 1 8.70 
4,1 45,250. 77 
74,446, 50.90 . . . . . $ 
38,754. 35 . . . . . $ 
,623,260.92 
13 662,0 1 5 .27 . . . . .  $ 
3 ,9 1 1 ,9 1 5 .26 . . . . . $ 
6 920,348.28 
18,024, 09.69 
10 428. 1 2  
28,867,50 1 .35 
2,3 19,487.45 . . . . .  $ 
2 1 ,527.075 . 1 
20,4 14. 1 3 5. 1 5  
Renewal and Replacement . . . . . . . . " . . . . . . . . . . . . . $ _..:......:..=....:.....:..r.�--=....::.. . . . . . $ 
Investment in Plant 
Tennessee St te Sch 1 Bond Auth rity 
1 987 
800,903 .00 
9)29,483.99 
48,2 28,984. 27 
1 48, 1 02.7 2 
3 ,8 1 7 ,089 .5 7  
62 ,324,563 .5 5 
50,290.78 
1 7 ,300,732 . 1 7 
� ,35 1 ,022.95 
4,830,3 1 1 . 77 
1 5 ,500,397 .2 1  
20,465 ,697 .55 
48 , 1 65 .05 
$40,844,5 7 1 .58 
2,630,01 5 .4 1 
2 1 ,406,246.22 
1 6,755 ,340.40 
40,79 1 ,602 .03 
I ndebtedness (Note 7 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Notes and liens Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
2 5,395, 06. 18  . . . . . $ 205 ,877 ,66 1 . 58 
Bonds Payable Note 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Lea 'eh lds Payable ( Nore 1 0) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Fund Balance 
Net Investment in Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
1 55 ,000. 0 
3 ,437A47.90 
1 3 ,845 ,645 .00 
1 80,000.00 
8 , 1 4 2 , 677 .77 
Total Inve unent in Plant . . . . . . . . . . . . . . . . . . . . . . .  , . $ 986,67 ,383 . 78 . . . . . $ ����---=-::::-TOTAL PLANT FUN DS . . . . . . . . . . . . . . . . . . . . . . . . $ 1 ,05 ,80 .583.54 . . . . . $================== 
AGENCY FUNDS 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Depo its Held in Custody for Others . . . . . . . . . . . . . . . . . . . . . . . . . 
TOTAL AGENCY FUNDS . . . . . . . . . . . . . . . . . . . . . .  . 
35  
7,682 .74 . . . . . $ 
4,080,09 . 1 3  
19,409.49 
4,280,879.5 1  
4,300,289 .00 
Statement of Changes in Fund alances 
Year Ended June 30, 1988 
REVENUES AND OTHER ADDITIONS 
Unrestricted Current Funds Revenues 
Revenue Transferred From Restricted Current Funds 
Restricted Gifts and Grants 
ational Direct tudent Loan Funds 
Federal ur Lng and Health Profes ion an Funds 
lnt rest on ores 
Endowment Income 
Income on Investments 
Net Gain (Loss ) on Investments 
State Appropriations for Capital Outlay 
Tennessee State School Bond Authority 
Capital Leases 
ifts and ther Source 
Studen ebt Se ice Fe 
Federal Interest Sub idy Grant 
Special rate Legisl ture ppropr" tions 
Plant cqu· iti n and Adjustments 
( Inc lud ing $32 ,649,5 1 5 .47 charged to 
current fund exp n itures) 
Bond and otes Issued and R t ired 
TOTAL REVENUES AND OTHER 
ADDITIONS 
EXPENDITURES AND OTHER DEDUCTIONS 
Unrestricted urrent Funds Expendi ur 
estricted Current Fund Expenditur 
T r nsferred to Curr n t  Fund Revenues 
Indirect t Recoverie to urrent unds 
th r Deduction 
General 
$ 
$ 
Current Funds 
Aux i l iary 
Enterprises Hospitals Total 
$ 395 135 ,209.55 $ 73 ,079,27 7 . 27  1 66, 1 89,279.65 $ 634,403 ,766.47 
1 26 ,275 ,662 .08 4,429.00 2 ,803 ,530.58 1 29,083,62 1 .66 
$ 5 2 1 ,4 1 0,87 1 .63 $ 73 ,083 , 706.2 7  $ 1 68,992 ,8 10.23 $ 763 ,487 ,388. 1 3  
$ 39 ,838 , 1 75 . 1 $ 63 ,4 1 2 ,2 1 9 .98 $ 1 50,490, 26.44 $ 604,74 1 ,02 2 .33 
1 26.275 ,662.0 4,429. 0 2, 03 , 530. 5  1 29,083 ,62 1 .66 
Rev lv ing Account Funding ( et) 4,93 2.44 
Collection Expense '---------��-�---.....;. 
3 ,5 1 2 .37 1 4,497.64 22 ,942 .4' 
Bad Debt Expense 
Payments to Beneficiaries 
Plant Additions 
Retirement of Bonds and Notes 
Interest Payments 
Disposal of Land and Adjustments 
Buildmg Written Off and Adjustments 
Phy ical Inventory Adj ustments 
apital ses 
Bonds and ores Is ued 
TOTAL EXPENDITURES AND OTHER 
DEDUCTIONS 
TRANSFERS 
$ 5 1 7 , 1 1 8,770.43 $ 63,420, 1 6 1 .3 5  $ 1 53,308,654.66 $ 733 ,847,586.:11 
Mandatory 
D br Service R qu irements $ ( 5 ,437 ,556.20) $ ( 5 , 1 09.282.38 ) $ (7,61 6.992 .47) $ ( I  , 1 63 .83 1 .0' 
M:nching L an Fund (2 1 .403 .60) ( 2 1 ,403 .6t 
Restncted urrent Fund 43 500.00 43 , 500.( 
End Jwment AdJ u tment ( 206,698. 1 9) (206169 . 1  
Non,Mandarory --�--
-����---------'-
Operating Transfers 1 ,629,33 1 . 1 3 ( 736 ,43 1 . 1 3 )  
Capiral P r  jeet Transfers ( 1 0, 5 18,884.83 ) (680.267. 55 )  
Debt Maintenance Reserves 5 ,757,332 .82 (2 ,550)83.66) 
TOTAL TRANSFERS '--�- $ (8,7 54,3 7 .87) $ (9,076,264.72) $ 
(892 ,900.00 ) 
(858.940.44 ) ( 1 2 .058 ,092 .81 
3,207104� 
NET INCREASE (DECREASE) FOR THE YEAR $ (4,462,277 .67 ) $ 587,280.20 $ 6,3 1 5 ,322 .66 $ 2.440,3liJ2, 
FU 23 ,364 77 1 .90 $ ,2 0,569.46 $ 33 42 1 ,700 . 2 
36 
Loan Endowment and Life Income 
Funds Sim ilar Funds Funds 
24 24. 1 3 . 1 4 6C523 , 0.5 5  $ 1 7 .300. 7  2 . 1 7 
1 23 660 .5 5 $ 
$ 1 , 5  8.2 5  $ 5 , 1 92 ,354 . 1 2 $ 1 .997 , 1 7 1 .68 427.423.00 
256,220. ° 
627.042 . 73 
5 ,520. 7 226. 58.42 
__  ��_�_97,8 2.59 1 ,860,054.22 
96 1 . 1 4 
1 ,04 1 ,649 .5 7 
1 97 , 1 1 0.74 
$ 
$ 
$ 
Retirement f 
Indebtedness 
and Renewal and Net Investment 
Unexpended Replacement In Plant 
3 ,0 1 4.2 59.8 1  $ 40,79 1 ,602 .03 $ 660.297 , 6.6 
36,0 1 4.2 59.8 1 $ 40,79 1 ,602 .03 $ 660 ,297 , 56.63 
1 ,3 1 ,89 .6 1 $ 3 ,8 ,30 .66 
1 4,090,87 7.33 
23,598,381 .65 1 5 ,200,000.00 
$ 6,879,2 73 .72  
1 l �O2 1 , 3 1 7.45 1 1 , 1 4 .81  ,2  6,3 1  . 2 
1 ,  52,  77 .00 
2 ,078.00 
366,279 .04 
1 4  , 1 77,065 .90 $ 1 ,436,568.68 $ 7 ,279 ,066.76 $ 3,235 ,93 1 .99 $ 50,05 2,475 .04 $ 2 1 ,634,783 .5 1 $ 1 30,286,298. 57 
278 , 7 .9 $ 142 ,092,38 $ 504. 3 2 $ 2,742,7 2 . 5  
7 1 , 1 46. 1 0  
90,56 1 .8 1  
95 7 , 1 88.20 
60,784,062 .92 $ 735 ,836. 54 
22 ,97 1 ,290.40 
1 4,733.929 .05 
$ 1 2,650.00 
248, 2 . 1 
1 ,669,9 1 2 .47 
4.985, 00.00 2 . 1 74. 3 .85 
38 6 1 8,790.00 
_1 42.222 .457 . 1 5 $ 439,7 1 5 .84 $ 1 42 ,092 .38 $ 957 ,69 .52  $ 63,526,845 .50 $ 43,426,055 .99 $ 42,8941025 .50 
1 , 1 63,8 1 .  5 
2 1  403 .6 
1 06 .... . 4  ( 1 3  .40) ( 09 94 7. ) $ ( 445.06) 547 296.70 1 13 ,4 9. 
6. 1 6 1 .963.85  (5 ,95 5 ,26 .66 ) 
(4 5 5 . 1 9) 45 5 . 1 9 
1 ,867 ,944 .85 10 , 1 90 1 47 .97 
(J 207 049 . 1 6) 
5 352 01 5.97 $ 
$ 1 ,01 7,667. 5 $ 1 2,488,990.35 (3,677,471.25) $ $ 3,469 096 .38 $ 87,392,273.07 
. 747 ,690 ] 29.70 
3 7  
Statement of Current Funds Revenues, Expenditures and Other Changes 
CURRENT REVENUES 1988 1987 
Unrestricted Restricted Total Total 
General Funds 
Tuition and Fees $ 75 ,228,384.67 $ $ 69 , .3 1 7 ,467.77  
Federal Appropriations 1 1 ,4 1 5 ,0 1 3.30 10 ,699, 1 68.94 
State Appropriations 259,845 ,000.00 $ 9,63 7 , 2 34. 5 1  256,896,268.62 
Local Appropriat 'ons 1 ,473,881 .96 1 ,209,2 7 1 . 1 4  
Federal Gifts, Grants and Contracts 10 ,939,700 . 1 4  59,5 1 1 , 1 40. 1 5  61 , 569,957. 5 2 
State Gifts, Grants and Contracts 5 1 4,802.04 1 0,534 ,256. 1 7  10, 1 7 1 , 1 76.32 
Local Gifts Grants and Contracts 2 ,099,063. 3 1 2 ,4 1 3 ,486 .47 3 ,7 1 8,993 .87 
Private Gifts, Grants and Contracts 3 ,380,266 . 1 0  38,927,852.53 4 1 ,900, 1 94. 1 6  
Endowment Income - University and Other 9 7 ,7 28.63 5 ,25 1 ,692.25 4 ,493 ,85 7.32 
Sales and Services of Educational Activities 1 8,64 1 ,658.40 1 7 ,807 ,044 . 73 
Other Sources 1 1 ,499,7 1 1 .00 1 1 , 1 5 7 , 7 1 8.58 
TOTAL GENERAL FUNDS $ 395 , 1 3 5,209.55 $ 1 26,27 5,662 .08 $ 488,94 1 , 1 18 .97 
Auxiliary Enterprises Funds 73 ,079,277 .27  4,429.00 65,508,699.85 
Hospital Funds 166, 1 89,279.65 2 ,803 ,530.58 1 42 , 5 6 1 ,50 1 .99 
TOTAL CURRENT REVENUES $ 634,403 ,766.47 $ 1 29,083,62 1 .66 $ 697,01 1 ,3 20.8 1 
CURRENT EXPENDITURES AND TRANSFERS 
General Funds Expenditures 
$ 1 76,64 1 , 1 20.42 $ $ 204, 1 46,346. 58 $ 1 93 ,41 3,564.83 Instruction 27 ,505 ,226. 1 6  
Organized Research 2 5 ,0 1 2 ,45 2 .00 60,820,433.45 85,8 2, 8 .45 7 5 ,459,3 25 . 20 
Public Service 32,743 ,543.07 1 8 ,340,082 .7 7  5 1 ,083,62 5. 4 48,005 ,806.25 
Academic Support 46,5 1 5 ,839.61 3 ,43 5,268 . 1 9  4 ,95 1 , 1 07.8Q 46,507,977 .30 
Student Service 2 2 ,5 28,048.54 636,3 1 7 .00 2 , 1 64,365.54 22 ,090,928.70 
Institutional Support 44,43 1 ,2 78.74 660.796.63 45,092 .075 .37 45 ,896,740.73 
Operation and Maintenance of Physical Plant 36,697 ,0 10.50 39,84 1 .84 36 ,736 ,852 .34 3 5 ,450,7 1 9.3 1 
Student Aid 6,268,883 .03 14 ,83 7 ,696.04 2 1 , 1 6,579.07 19 ,498 46 1 . 5 1  
General Funds Mandatory Transfers 
To Retirement of Indebtednes Funds 5 ,437 ,5 56.20 4,285 , 1 64. 3 1  
T o  Loan Funds 2 1 ,403.60 1 0,644.84 
To Endowment Funds 206,698. 1 9  528,9 1 4.52 
From Restricted Funds (43,500.00) 2 1 3 ,000.00 
General Funds Non-Mandatory Transfers 
From Retirement of Indebtedness Funds ( 5 , 7 5 7 ,332 .82)  ( 5 ,75 7 ,332 .82 ) 
To Plant Funds 10,5 1 8,884.83 1 0,5 1 8,8 .83 368,626.92 
From Auxiliary Enterprises Funds ( 736,43 1 . 1 3  ) 736,4 3 1 . 1 3 ) ( 169,439.99) 
From Hospital Funds ( 892 ,900.00) ( 892,900. ) (586,000.00) 
Revolving Accounts Adjustments (Net) 4,932.44 4, 32.44 ( 5 ,99 5,547 . 50) 
TOTAL GENERAL FUNDS EXPENDITURES 
AN D TRANSFERS $ 399,597 ,487 .22  $ 1 26,275 ,662 .08 $525,873. 1 49.30 $ 484,978,886.93 
Auxiliary Enterprises Fund 
Expenditures $ 63 ,4 1 2 ,2 1 9. 98 $ 4,429.00 $ 63 ,4 1 6,648.9 $ 57 ,5 1 7,253 . 26 
Mandatory Transfers 
To Retirement of Indebtedness Funds 5 , 109,282.38 5 , 1 09,282 .38 4,9 1 2 ,995.4 7 
Non-Mandatory Transfers 
To Retirement of Indebtedness Funds 2 ,550,283 .66 2 , 550,28 .66 1 ,970,354.92 
To Plant Funds 680,267 . 5 5  6 0,267 . 55 1 7 2 ,53 1 . 2 1  
To General Funds 736,43 1 . 1 3  736,43 1 . 1 3 169,439.99 
Revolving Accounts Adjustments (Net) 3,5 1 2.37 3 ,5 12.37 
TOTAL AUXILIARY ENTERPRISES RJN DS 
EXPENDITURES AND TRANSFERS $ 72 ,49 1 ,997 .07 $ 4,429.00 $ 72,496,42 .07 $ 64 ,742,5 74.85 
Hospitals Funds 
Expenditures $ 1 50,490,626.44 $ 2,803 ,530. 58 $ 1 53.294, 1 57 .02 $ 1 2 7 ,946,068. 1 7  
Mandatory Transfers 
To Retirement of Indebtedness Funds 7 ,61 6,992.47 7.61 6,992.47 6 ,5 53,0 1 ] .90 
Non-Mandatory Transfers 
To General Funds 892,900.00 892 ,900.00 586,000.00 
To Plant Funds 858,940.44 858 ,940.44 5 ,640,545.58 
RevolVing Accounts Adjustments (Net) 1 4,497.64 1 4 ,497 .64 
TOT AL HOSPITALS FUNDS EXPENDITURES 
AND TRANSFERS $ 1 59,873,956.99 $ 2 ,803, 5 30. 58 $ 1 62 677z487.57 $ 1 40 ,725 ,625 .65 
TOTAL CURRE lT EXPENDITURES AND 
TRANSFERS $ 63 1 ,963 ,44 1 .28 $ 1 29,083 ,62 1 .66 $ 761 .047 .062 .94 $ 690,447 ,087 .43 
EXCESS ( DEFICIT) CURRENT REVENUES OVER 
CURRENT EXPEND TURES AND TRANSFERS 
General Funds $ (4,462,277.67)  $ (4,462,2 77.67) $ 3 ,962,232 .04 
Auxi liary Enterprise Funds 587,280.20 5 7,2 0.20 766, 1 25 .00 
Hospitals Funds 6,3 1 5 ,322.66 6.3 1 5 , 22.66 1 .83 5 ,876.34 
OTHER ADDITIONS AND TRANSFERS 
Re tricted Receipts in Excess of Expendirures $ 1 4 ,0 3 ,444 .24 1 4.093,444.24 1 4,63 3 ,479.9 1 
I nd irec( Co ts Rec vered ( 1 3 , 1 38,83 5.49 ) 1 3 , 1 38,83 5.49) ( 1 1 , 1 80,69 1 .84 ) 
Restricte Gif Transferred to Other Funds 1 06,290.64 106.ZYO.64 1 5 ,73 1 .94 
NET I NCREASE IN FUNDS BALANCES $ 2 ,440 .32 5 . 1 9  $ 1 ,060.899.39 $ � 501,224. 5  $ 10 ,032 ,753. 39 
38 
ancial Statetne 
Note I :  Summary of Significant Accounting Policies 
TIle signifi cant accounting policies, as Sllmmarized below, 
3nd rhe financial statements for Th University of Tennesse are 
In accordance 'ith g nerally accepted accounting principles as 
prescnbcJ �y (I [�e National Associari n of C llege and Uni­
versity BIJ�tneSs Officers m CoUege and UmverslCY Business Ad­
mirUs tradan ( 1 982)  and ( 2 )  the Ameri n Institute of Certified 
Public Accou ntants in Audits of Colleges nd Universities ( 1 973) .  
Accmal Basis-The financial sratements of Th University of 
Ten nessee have been prepared on the accrual basis except that 
depreclatill n plant assets is not record d. The statement of 
current fun revenue" expenditures, and other changes i� a state­
menT f financial activity related to th current repor ing period. 
It does n t purport t r present re,ults of operations or the net 
in -arne r loss for the period as would a statement of income or a 
statemenr f revenu and exp 'nses. 
Fund Accounting-The accounts of The U iversity fTe n�ssee 
afe maintameJ in accordance with the principles of "fund ac­
cQunring". Fund accounting is a pr cedure by which resources fO! 
various purpo� are classified for accounting and reporting into 
funds that arc in accordance with specified activities or objec­
t ives. Thl enables the institution to ensure bservance of limita­
tions and restrictions placed on the use of the resources available. 
Scrarare ccounts are maintained for h fund; how ver, in the 
a ompanying financial statements, funds that ha e similar char­
acteristics have been combined into fund groups. Accordingly, 
all financial transactions have been recorded and reported b 
und gytlup. 
All unresrricted funds are reported ' s revenue in the year 
the are received or accrued, with the exception of certain gifts. 
All re.srriCled (und · arc recorded as additions to the fund balances 
nf [he appropriate fund groups. Restricted current funds are then 
rewrded as revenues during [he period in which they are ex­
pended. 
A. Cllm�ru Funds-Un£' stricted c menr funds consist of those 
funds over w h ich the governing board retains full control to use 
in a hieving ny of its authorized institutional purposes, as dis­
tinguished from externally restricted funds which may be utilized 
nly in cc rdance with the purpose� eswbl ished by their source. 
S. Loan Funds-Loan funds consist of resources which have been 
mildt: av Hable f, r financial luans to students. 
C. Endl)wmmt Funds-Endowment funds are funds with respect 
to which donors hay stipulated, as a condition of the gift, that 
the prin ipal il; to be maintained inviolate and invested for the 
rurpc se of producing income. 
Quasi�endowment funds are funds which the g0verning board 
( �he Unive i y, rather than a donur, ha, determined are to be 
retained and invested. Since these funds are internally desig­
nat d rather than externally restricted, the governing board re­
ram, [he right to alter or amend such designation. 
D. Life Income Funds-Life income funds are funds held in trust 
by th· University under agreement with don rs whereby desig­
nall..! beneficiarie s receiv specified interests in annual income 
f the tru�t. U pon death of the beneficiaries or other termination 
of the trust, uch trust ass tS becom available to the Universiry 
for me as set forth in each agreement. 
E.  Plam Funds-The plant funds consist of ( 1 )  unexpended plant 
funch which are ro be used for the construction or acquisit ion of 
physical pr rties for institutional purposes; ( 2 )  retirement of 
Indebtedness an renewal and replacement funds, which are 
fu ds er a ide for debt service charges and major maintenance 
itl�m.\ on institutional properties; and ( 3 )  investment in plant 
tunds expended for and thus invested in institutional properties. 
F. AgI?TlC')' Funds--The University acts solely as an agent in the 
handl' g f these funds. Consequently, transactions of these 
funds do not affect the operating statements of the University. 
Note Z: Compensated Absences 
Financial Accounting Standards Board Stat m nt No. 43, 
"Accaum ing for Compensated Absences", which was determined 
[0 be applicabk to The Uni ersi of T ennes ee ginning with 
[h ' year e.nde hme 30, 1 98 3 ,  requires that certain accrued 
vacation benefit� , the d'fcctS of wh ich are materi, I to the finan­
Cial statemt:nt�, be recorded as earned. The Uni versity's polic s 
t record such benefits as paid. is policy is considered not a 
mareri I Jepanure from St' tement No. 43 in that the effeCl of 
1\C � ing the $25,93 I , 35 1 .56 of suc h ben fits (of which approxi­
n ardy $ 5 ,092 ,8 1 0.2 would be relle ted as an adju tmem of 
heginntng Current nrt!stricted Pu d balance , and he femaUl­
J r wou ld be funJe fr m ther sources) i consiJered n t mate­
rial. 
Note 3 :  A c uoting Change 
The University changed its reporting practice for revolving 
�.cCIJunts anJ unem loyment .Qmpe s ti n I )  s reserve. Prior 
I I ancial statement reflected these amounts a� Current Unre ­
�Iricted Fumi llabiliries. Rev IVing accounts c.onsis primari ly of 
two I'ypes OLlccounts: reserves set a5iue for furure. financial c1ai ms 
against the University (:1> 1 .2 S,2 4. and the cumulative re­
·ult� of s\:rvice cenrer operdri n. ($ 1 , 84 7 .050 . 9). The unem­
ployment compcnsar ion reserve ($983 , 1 79.3 1 ) consists of the 
a ��u mula r i n f e5timarccl unemploym t com pen s,l[ion claim. ClIlIrgeJ ro U nivers ity' budget enuu\:s in the currenr and prj r 
yed� hut nOl remit red to th Sr· Ie ofT nnt:S,ee. The University 
I� undl:r the Jirecr reiml ur.;emenr Ian wid) he Scare f r un m­
rtoyrnen compensation claims. However, inee these rype ac-
counts do n t meet all the criteria to be shown as liabilities, the 
n i " rsity changed its reporting pr tices as follows. Revolving 
account balances and the unemployment e mpcnsation reserve 
have been reclassified as Fund Balance reserves. The prior year's 
Balance Sheet has been res rated for comparative purpos . as 
follows: 
Balance Sheet 
JUD 30, 1987 
ments in marketable securities with marurit ies less than one year, 
and interfund receivabLs. P tty cash furub ar June 30, 1 988 
f aled .$872 , 7 1 9 . 1 6. Securities previously shown as investments, 
"bonds", at June 30, 1 987, in the amounts of $4,950.00 for 
Restricted Funds and $2,250.00 for Unexpended Plant Funds 
have been reclassified as "cash aTl I cash equival ts" � r c m­
parative balance sheet purp ses. 
Deposits. 
As Stated in 
June 30, 1 987 
Audited 
Stat ments 
Adjustments 
For 
Accounting 
Change 
JundO, 1 98 7  
Balances 
As Adjusted 
At June 30, 1 988, the car­
rying am unt ofUniversiry de-
posits was $36, 1 93, 2 1 7 . 3 1  
( time d e  its in the f. nn of 
certificates of deposit totallllg 
$34,03 1 ,500.00 at cost and 
demand depos i ts to al ing 
$2 , 1 6 1 ,7 1 7 .3 1 ) ; whereas, the 
balances per bank statements 
totaled $35,290,429. 2 1 .  Time 
deposits of $ 1 2, 1 00,000.00 
with maturities beyond one 
year are shown as investments 
on the balance she t. All de­
posits were secured by federal 
depository insurance or collat­
eral pledged to secure Univer­
s ity deposits. Total f ce 
amount and market value of 
these collateral securities at 
Current Funds 
General 
Re olving Accounts 
Unemployment Compensation 
Reserve 
$ 3,053 ,5 7 1 . 1 1  $ 3,053,57 1 . 1 1 )  
Fund Balance 
Reserve for Unemployment 
Compensation 
Reserve f, r Revolving ccounts 
T etal General . 
Auxiliary Enterprises 
Revolving Accounts 
Fund Balance 
R serve for Revolving Accounts 
Total Auxiliary Enterprise 
Hospitals 
Revolving Accounts 
Fund Balance 
R serve for R volving Accounts 
Total Hospitals 
Total Unrestricted Funds 
983 , 1 79.3 1  
$ 7 7,438,963.99 
$ 3,5 1 2 .37 $ 
$ 1 6,802,850.69 
$ 25 ,25 1 . 1 7  $ 
$ 37 , 262,645.03 
$ 1 3 1 ,504,459. 7 1  
Ouring fiscal year 1 988, service center depreciable equip­
ment previously accounted for as "inventory" in Current Unre­
stricted Funds was transferred and capitalized in the Invested in 
Plant group of accounts. Service center equipment shown as 
Current Unrestricted Fund inventory at June 30, 1 987 totaled 
$4,973 .355.33 . Also, amounts set aside for repair and replace­
ment of service center equipment previously accoumed for as 
revolving account balances has been transferred [0 the Retire­
ment of Indebtedness and Renewal and Replacement Funds. The 
amount transferred from Current Unrestricted Funds as of June 
30, 1 988 was $ 1 , 2 1 5 , 768.94. 
Note 4: Deposits and Investments 
Inwscment Policy . 
The University of Tennessee maintains in Current Unre­
stricted Funds a cash management investment pool that IS avail­
able for use by all fund groups. State statutes and University 
investment policies auth rize the University's cash management 
pool to invest in collateralized Tennessee bank or savings and 
loan association certificates of deposit, U.S. tr asury obligations, 
U.S. government agency obligations, and repurchase agreements 
of those securities. 
In accordance with state statutes, commercial banks and 
savings and loan associations have pledged securities with third 
partie� as collateral in face amounts of 1 1 0% of University time 
and demand deposits less so much of such amount as is protected 
by the federal dCIX)sit insurance corporation or the federal saving 
and loan insurance corporation. Market values of these securities 
are regularly monitored to ascertain that 100% of U iversity 
posits are secured. 
There are two cate ories of Universiry funds which are sub­
ject t long term investment, the Endowment and Quasi-Endow­
ment Funds and the Life Income Funds. The investment of these 
funds is go erned by the gift instrument and the investment 
policies established by the Board of Trustees. For a more com­
plete description of th� in estm nts, plea e refer to fo mote 6, 
"Endowment and Life Inc me Fund ". 
Cat gory 
Cash Equivalents 
(983 , 1 79.3 1 )  
983, 1 79.3 1  
3 ,053,5 7 1 . 1 1  
0 , 5 1 2 .37)  
3,5 1 2.37 
(25,25 1 . 1 7 )  
25,2 5 1 . 1 7  
$ 983 , 1 79.  1 
3 ,053,5 7 1 . 1 1  
$ 7 7,438,963.99 
$ 3,5 1 2 .  7 
$ 1 6,802,850.69 
$ 25 ,25 1 . 1 7  
$ 3 7,262 ,645.03 
$ 1 3 1 ,504,459. 7 1  
June 30 ,  1 9 8 8  was 
$ 7 1 ,990 , 4 9 2 . 0 2  and 
$70, 1 1 5 ,472.41  respectiv�ly. 
The University's deposits 
are categorized in acc rdan e 
with Governmental Account­
ing Srandards Board (GASB) 
Statement which defines the 
level of risk assumed by the 
University for its time deposits. All  University deposits are I vel 
I, consisting of deposits that are insured or collateralized with 
securities held by the Uni ... rsity's agent in the Uni ersity's name. 
Marketable Securities and Government Repurchase Agreements . 
Eligible investment securities with maturities less than one 
year (carrying amount $93 ,885,91 0.86 and market valu 
$94,444,7 1 1 .30) are included as cash and cash quivalents on the 
balance sheet. These securities are categorized as described below 
to indicate the level of risk assumed by the University. The 
University's standard "General Terms and Conditions of Repur­
chase Agreements" require that the securities underlying repur­
chase agreements have market values between 9.5% and 1 1 0% of 
the cost of the repurchase agreement and be delivered to its 
agents' trust account at the Federal Reserve Bank - Memphis. 
The market value of securities underlying repurchase agreements 
at June 30, 1 988 was $3 1 ,462,969.99. 
Investments. 
The Current Fund balance sheet classification "Inv stments" 
includes all temporary investments with maturities beyond one 
year and is comprised f $ 1 2 , 1 00,000.00 c rtificates of deposit 
and $28,299,598.83 U.S. government and agency securities. Se­
curities previously shown as Current Fund "cash nd cash equiva­
lents" at June 30, 1987, in the amount of $30, 1 7 1 ,009.86 have 
been reclassified as "investments" for comparative balance sheet 
presentation. 
Other investments shown on the balance sheet are c1assifie 
by type of investment (bonds, stocks, real estate, and rc. ) and 
are valued at cost or in the case of gifts, fair market value on the 
date of gift. 
GASB Statement 3 requires that investments be categ rized 
to indicate the level of risk assumed b the University. Category 
1 consists of investments that are insured or registered or for 
which the securities are held by the UniverSity or its agent in the 
University's nam . Cat gory 2 consists of uninsured or nr gi -
tered investments for which the securities are held by rhe broker's 
or dealer's trust department or agent in the Univer ity's name. 
Category 3 includes uninsured and unregistered investmen or 
which the securities are held by the broker or dealer or by it oust 
department or agent but not in the University's name. Detai led 
below are these categorizations. 
arrying Market Value 
Amount 6/30/88 
$ 64,085,9 1 0.86 $ 64.644,71 1 .30 Gove ment , ecun ties 
Rcpurch e Agreements 
$ 64,085,9 1 0.86 
25 ,00 ,000.00 
$ 89,085 ,9 1 0.86 
.$ 4,800,000.00 
$ 4,800,000.00 $ 
29, 800,000.00 29,800,000.00 
3 ,885 ,9 10.86 $ 94,444,7 1 1 .30 
Inv ·tmenr 
Domestic ecurities 
Government Securiti s 
Corporate B�mds 
Corporate Stocks 
Morrga e anJ Note 
Real Estate 
Other Investments 
lntt! matlonal Securities 
Government Bonds 
Corporate Sto ks 
$ 50, 894.794.45 
1 1 ,93 1 ,6613 5 
3 5 ,9 1 3, 1 46. 73 
668,2 34.30 
3 ,32 6, 1 68. -0 
5 72 ,  50.50 
1 ,834, 58 1 .05 
$ 1 05 , 1 4 1 ,436.88 
$ 1 94,22 7.347.74 
39 
$ 4,897.00 
2 , 1 8  ,67 1 .99 
1 30,890.00 
$ 2 , 3 1 6,4�8.99 
$ 7 , 1 1 6,458.99 
$ 0,894,794 . 4  $ 5 1 ,61 2 ,7 3 3.73 
1 1 ,  36 ,1 5 8.35 1 1 ,583,762.23 
3 8,093,8 1 8.7 44 ,26 , 1 1 0.65 
668,234. 0 646,987.36 
3 , 326 , 1 68 50 3,326, 1 68.50 
1 30,890. 00 160,438 98 
558,255.00 
2 , 1 54.353.28 
$ 1 1 4,3 1 0,809.7"3 
$ 208 ,75 5 , 52 1 .  .3 
Note 5: Inventories 
Invemories are valued at cost, whi h is lower (han market, 
based 0 th r tail method r th averag co t method. C st  
methods are applied on a basis consistem with prior years. 
Note 6: Endowment and Life In.come Funds 
Th re are two cat gories of Uni rsity funds which al' sub­
ject to long term investment, the End wmen! an Quasi-Endow­
ment Funds and the Life Inc me Funds. The investment of thes 
funds i governed by the gift instrument and the investm 1t 
policies established by the Board of Trustees. 
Eft; cti July I ,  1 954,  the University adopted the policy of 
investing Endowment and Quasi-Endowment Funds over which 
it had full investment discretion on which the donor or go ern­
ing gift mstrument do not require separate investment) in the 
Consoli ated Investment Pool. This pooling of investments af­
fords closer supervi ion of the investment portfoli and provides, 
regardless of size, the advantages of participation in a well diver­
sified portfoli of investm nts. All Endowment and Quasi-En­
dowment Funds not invested as part of the Consolidated Invest­
ment Pool are separately invested to obsent requirements or 
limitations imposed by donors. Income realized on the invest­
ment of the Endowment Funds for the year totaled $4,038,089.87. 
Life Income Funds are separately invested entities requiring 
detailed accounting to reflect specific compliance with terms of 
each lrust and applicable Federal regulations. The investment 
objectives as reflected in each agreement vary widely since they 
are affected by the age, income level, and needs of the ben ficiar­
ies as well as motives and objectives of the donors. Income 
realized in these funds for the year amounted [ $ 1 ,04 1 ,649.57. 
Investments of Endowment and Life Income Funds are car­
ried at cost or, if acquired by gift, at market value on date of ac­
quisition. The book values of Endowm nt Funds a t June 30, 1988 
was $74,446,350.90, and the market value was $78,453,567.87. 
This compares with a June 30, 198 7  book value of$6Z,3Z4,563.55 
and market value of $70,33Z , 105. 16.  The book value of Life 
Income Funds at June 30, 1 988 was $ 1 3,66Z ,0 1 5 . Z7 and market 
value of $ 1 4,046,99 1 .65 . This compares with a June 30, 1 987 
book value of$1 7,35 1 ,02Z.95 and market value of$ 19,05Z,75l.7Z.  
Note 7: Allocation for Working Capital 
The unrestricted fund balance is llocated for the amount of 
working capital defined as the total of all  petty cash, accounts 
receivable, and inventories in the unrestricted fund at the bal­
ance sheet date except for student receivables, accrued interest, 
and amounts due on federal letters of credit. This is in compli­
ance with the recommendations of the Tennessee Higher Educa­
tion Commission. 
Note 8: Bonds and Notes Payable 
University of Tennessee and Tennessee State School Bond 
Authority bond issues, with rates ranging from 3.Z5% to 9.5% are 
due serially to ZOI 5 ,  and are secured by pledges of revenue of 
facilities to which they relate and certain other revenues and fees 
of the UniverSity. The total outstanding bonded indebtedness for 
the University at June 30, 1 988 was $ 1 87,898,Z36. 1 8. 
Included in the total outstanding indebtedness is a 
$ZZ , I00,OOO.OO Daily Variable Rate Demand Bond (VRDB) is­
sue which was completed in January, 1 985.  These variable rate 
bonds are due serially over the next fifteen years with monthly 
interest payments. However, the University is committed to re­
tire the bonds in 10 years. This daily ROB issue was for the 
purpose of acquiring and installing equipment for the University's 
Memorial Hospital in Knoxville. The outstanding balance at 
June 30, 1 988 is $ 1 4,600,000.00. 
Annual lllaturities subject to mandatory redemption for th 
next five years ending June 30 are as follows: 
1 989 
1990 
1991 
1 99Z 
1993 
Subsequent Years 
$ 6,980,039.57  
7,435, 1 86.63 
7,989,697.39 
8,57 1 ,9 1 1 .0Z 
9, 1 75 ,6Z0.58 
147,745,780.99 
$ 1 87,898,Z36. 1 8  
Short-term financing for various University projects has been 
secured through the Tennessee State School Bond Authority. 
On March Z,  1 988, all previous forms of temporary financing 
were consolidated under the CHAMPS (Changeable Multiple 
Put Securities) program with Chemical Bank. These notes have a 
daily variable interest rate that requires interest payments monthly 
and a portion of principal each year until March 1, 1 993 , at 
which time the remaining principal is due. The outstanding 
balanc at June 30, 1 988 of the five year notes is $47,65 Z ,570.00. 
Including the short term financing, the total indebtedness of the 
University at June 0, 1 988 is $235,550,806. 1 8. 
Note 9: Plant and Equipment 
Physical plant and equipment are stated at cost at date of 
acquisition \ t fair market value at date of donation in the case f 
gifts. 
Note 10: Operating Leases 
The Univ rsity has ntered int vatious opera ·ng I ases for 
buildings and equipment. It IS expected tha in the normal c urse 
of business, such leas s will continue to be required. et expendi­
tures for re tals under leases for the years ended June 30, 1988 
and June 30,  198 7  amounted to $5, 1 6 ,82 3 . 58 and $4,88 1 ,488.84 
respectively. 
Note 1 1 :  Capital Lease Obligations 
The University IS acquinng two build ngs under lease agree­
men hich provia for the Unive i y t purcha the buildings 
over a period of years. The University also leases certain items of 
equipment which are classified as capital leases. Minimum lease 
paym 'nts und r capital I s togeth r wi h the present va lue of 
the net rninimum lease payments are: 
1 988- 9 
1 98 -90 
1 990-9 1 
1 99 1 -92 
1 992-9 
Later ears 
Total 
Less Am n R presenting 
Imerest nd Executory Costs 
$ 739,344 . 3 3  
785 , 1 60.05 
785. 1 60.05 
774,35 . 1 6  
36Z,01 1 .68 
668 , 7 1 6.65 
$ 4, 1 1 4,745.91 
6 7 7 ,298.02 
$ ,437 ,447.90 
Note 1 2: Insurance Coverage 
Effective July 1, 1986. the Public Employees Blanket Bond 
issued to th State ofTenn -ee p vides coverag for loss re ul t­
ing from infidelity of University employees in the amount of 
$1 00,000 per occurrence. In addition to the blanket bond, there 
is a Named Position Bond Iso issued to the State of Tennessee 
c vering losses arising from the infidelity f certain employ s �)f 
the University in the amount of $ 1  ,000,000 per position. 
Since July 1 97 1 ,  insurance coverage on Univer ity property 
has been provid d through th Stat Property Pool Self- Insur­
ance Program. The scheduled value of building coverage under 
this pr gram is $1 , 137,Z95,900, a d c ntents coverage is 
$Z9Z,74Z,5oo. Boiler insurance coverage of $5 ,000,000 i carried 
on all boiler and major pressure vesels. Eight Un iv rsity-owned 
aircraft are covered by individual licies for physical damage 
and public liability. dditional insurance coverage for accidental 
death and disability of crew and passengers f University-own.ed 
or leased aircraft in the amount 0( $ 1 00,000 is in force at June 30, 
1988. 
As an agency of the State of Tennessee, The Uni ersity of 
Tennessee is subject to the provisions of the Tennessee Ciaims 
Commission Act, TCA 9-8-( 101 } to (406 ) .  As such, the liability 
of The University ofT ennessee is limited to th provis. ns of this 
Act. Such liability for the negligence of the University for bodily 
injury and property damage as may be determined under this Act 
is limited to $300,000 per person and $ 1 ,000,000 per accid nt. 
Note 1 3 :  Retirement Programs 
The University of Tennessee offers rhree retirement plans 
fully described herewith. All regular full-time employe are re­
quired to participate in one of these plans. Regular part-time 
faculty and staff have the option to participate. Term employees 
are eligible to join a retirement plan upon completion of six 
months continuous active �ervice. 
a. Tennessee Consolidated Retirement System 
All University of Tennessee regular faculty and staff, except 
those on Federal appointments, are eligible to participat in the 
Tenn ssee Consolidated Retirement System (TCRS), a mul· 
tiple-employer public employee retirement system. The payroll 
for employees covered by the syst m for the year ended June 30, 
1988 was $ 148,9Z3,479.99. The University's total payroll was 
$400,35 Z , 5 1 6. 1 O. 
All participating employees who retire at or after age 60 with 
ten years of creditable service are entitled to a retirement benefit 
payable monthly t r life ( unless vailable options for joint and 
survivor benefits are selected) based upon the member's average 
final compensation, years of creditable service and the Social 
Security Integration Level (SSIL). The annual benefit is equal to 
the sum of 1 . 5% of the employee's average final compensation up 
to the SSIL plus I. i5% of the employee's average final compen­
ation in excess of the SSIL, times years of creditable service. 
Average final compensation is the average of the employee's 
highest five consecutive years of salary. Creditable servic is 
determined as m mbership service under TCRS plus any oth r 
periods of service for which TCRS has acknowledged credit. 
Benefits are fully vested after ten years of service if employment 
date was on or after July 1 ,  1 979 ( if employment was before that 
date, benefits vest after four years). TCRS also provides death 
and disability benefits. Benefits are established by State statute. 
Effective July 1, 198 1 ,  the University assumed full responsibility 
for th payment of all contributions to TCRS. PriOT to that date, 
TCRS participants contributed 5% of their salary, and the Uni­
versity contributed remaining amounts nece sary to pay enefits 
when due. The University's contribution requirement for the 
year ended June 30, 1 988 was 1 6,456,049.54 which represented 
1 1 .05% of covered payrolls. 
The "pension benefit obligation" is the standardized disclo­
sure measure of the present valu of pension benefits adjusted for 
the effects of projected salary increases and step rate benefits, es­
timated to be payable in the future as a r suit of employee's 
service to date. The measure which is the actuarial present value 
f credited projected benefits is intended to help users assess the 
system's funding s atus on a going concern basis, assess progress 
made in accumulating ufficient assets to pay henefits, when due, 
and make comparisons among public employee retirement sy -
terns and employers. TCRS does not make separate measure­
ments of assets and pension b nefi obligations for individual 
employers. Please refer to the June 30, 1 988 State of Tennessee 
Comprehensive Annual Report for the pension benefit obliga­
ti n for TCRS as a whol and the net assets avaih,ble for benefits 
on that date. Th University's 1988 contribution represented 
1 Z . 1 % of total contributions required f all participating ntities. 
Ten years historical trend infoIUla.tion showing TCRS's prog­
ress in accumulating ufficient assets to pay benefits when due is 
presented in TCRS's June 30, 1988 annual report. 
b. Teachers Insurance and Annuity Association--CoUege 
Retirement Equities Fund 
All regu lar University employees who are classified as staff 
exempt, faculty or oth r academic may nroll in an optional  
re  irement plan through th Teachers Insurance and AnnUity 
A sociati n College Retit ment Equities Fund (TIAA-CREF . 
This is in lieu of par icipation in the Tennesse CO USe lidate 
Retirement System (TCRS ) detailed above. The optional retire­
ment plan offered through TIAA-CREF is a d fined conrri u­
tion plan. Accordingly, ben fits depend solely on amounts con­
rributed to the plan plus in estm It earninlr.i. 
Effective July 1 .  19 1 ,  the University a sumed full res nsi­
bility t r lhe p3ym nt f all c ntriburions t TIAA-CREF. TIle 
participants have per -c nal con racts with TIAA-CREF atKI per­
sonally own the annuities. This full  vesting allows panicipan to 
tran$� r o th r mpl rers which parrlcipat in TIAA-CREF 
and continue to accumu ate retirement benefi . 
The U n iversity ' total payroll in fi al ear 1 988 was 
$4OO,35 Z , 1 6. 1 0. Th UniverSIty contri butions to TlAA-CREF 
were alculated u - ing he base sal ry amount of 1 78, r9,394.00 
n rcsul e in contrib ti ns f $ 1 7, 50,947.28 for 4 ,789 em­
ployees electing this optional reti rement plan. 
c. Fed..'Tal it/iI Smllce Retirement 
All regular full ime employees of The Univer ' ity f Tennes­
see A icultural Extension ervice wh hold federal ap oint-
40 
men for 51  % or more of their time are required to partiCirte il) 
the F eral CivJl  Servic Retir ment y tern ( FCSRS . The 
ayr II for employees covered by FCSRS � r tht year ended lun 
30, 1988 w $ 1 5,83Z , J07 .ZZ . The University's total payrolf was 
$400,352, 5 L6 . 1  0. 
TIle Federal Civil Service Retirement System is II multiple_ 
mploy r retirement system and is compos d of two reti rement 
pro ams: The Civil Service Retirement System for partic ipants 
employ d pri r to January I ,  1 984 and the Federal Employ s 
Retirement System for participants employed after December 3 1 , 
983 . Both programs arl! defined benefit programs. 
Empl yees who retire under th Ci 'il S rvic R tiremem 
System Will receive annual benefits for life equal to 1 .  5% of the 
"high-thr e" aver g pay for each service year up to five years, 
1. 7 % of the same "high-three" average pay for service year 
hetween five and ten years and Z% of the same "high-three" 
average pay for each service year greatet than ten. The "high­
three" average pay is the highest pay obtainable by averaging he 
ratcs of basic pay in eft; ct during any three consecutive years of 
service. Benefits fully vest on reaching five years of service. 
Participating employees and the University are required con­
tribute 7% of salary to the plan. The contribution requirement 
for the year ended June 30, 1 988 was $ 1 ,928,07 3.9Z whi Con­
sisted of $958,377.37 from the University and $969,696.5 from 
th employees. 
Employees who retir under the Federal Employee Retire· 
ment System will receive annual benefits for life equal to I 0% 
( 1 . 1  % if the employee retif s at age 6Z or later with ZO years 
service) of the " high-three" average pay for each year of credit­
able service (Basic Benefit Plan) plus Social Security b n fits. 
plus an amount from a defined con(ribution plan (Jenoted as 
Thrift Savings Plan managed b the Federal Retirement Thrlf( 
Investment Board), The "high-three" average pay i.� the highest 
pay obtainable by averaging the rates of basic pay in effect dunng 
any five years of service. Participating employees are required to 
contribute. 94% and the University 1 Z .86% of their salary to the 
Basic Benefit Plan. In addition, the University is required to ,-, n· 
tribute 1 .0% of participant's salary to the Thrift Savings PI 
plus up to an additional 4% depending upon employee's c ntri­
but ion which can range from 0 to 1 0% of their salary. The 
contribution requirements for the year ended Jun 30, 1 988 was 
$Z89,5 1 O.46 which consisted of $ZZ,30 1 .4 1  from employe s and 
$Z67,Z 09.05 from the UniverSity for the Basic Benefit Plan and 
$1 Z6,9Z7.90 from employees and $60,Z84.40 from the Un! ersiry 
for the Thrift Savings Plan. 
Pension benefit obligation and ten year historical tren in­
formation is not av ilable to the University. 
Note 1 4: Funds Held In Trust By Others 
The University of Chattanooga Foundation, Inc. maimains 
an endowment fund of which the University of Tenn 5S e a 
Chan no ga is the sole income beneficiary. During the year 
ended June 30, 1988, the foundation transferred $ 1 ,59 5,00 1 .68 
to the University for support of designated projects at the Chat­
tanooga campus. In addition, $46,849.Z4 was expended directly 
b the foundation for the benefit of The Univer-ity ofTenne I.' 
at Chattanooga. 
The Tennessee General Assembly appropriated $ 1 7 . mil· 
lion during fiscal years 1 984- 1 986 to begin a Chairs of Excel­
lence Endowment for The University of Tennessee. The appro· 
priation provided that the Chairs of Excellence Endowment be 
established as an irrevocable trust with the State T reasur r and 
requires the University to match th appropriation on a doll ar for 
dollar basis. The University has fully matched 35 Chairs liS of 
June 30, 988. The financial statements of the University in ­
clude as restricted expenditures the amounts expended in the 
current year to match the State appropriations. The UniverSity' 
alance sheet does n t include the amounts held in trust by the 
State Treasurer. 
Note 1 5 :  Contingencies and Commitments 
The University has c ntractual obligati ns for the construc­
tion of new bUildings, additions to, and renovations of eXisting 
buildings. The outstanding commitments under ouch contrae 
at June 30, 1988 were $Z7 , 199,Z60.0 1 .  The UniverSity receives 
capital appropriations from the State of Tennessee and proceeds 
from Tennessee State School Bond Authority I:xmd issues for the 
construction, renovation and maint.enance of the University'S 
physical plan . At June 30, 1 988, amounts to be proVided by he 
State for capital construction, renovations, anJ maintenance 
totaled $63 , 1 46,Z37 . 5 1 .  
Encumbrances which represent c mmitments o f  priQr year 
funds for goods or servic  that have been ordered f r which 
delivery has not b en made or s rvices ha e not been ren red as 
of June 30, 1988 are recorded as a reserve of the Current Fund 
balances. The Reserve for Encumbtanc s at June 3 , 1 988 i 
$6,8 1 6,61 9.5 1 .  
The University f Tennessee has emered into financing 
agreements for the c nstruction of an A sembly Center and 
Arena to be built on the Knoxville Campus. Umler the tern of 
lhe fi ancing agreement, Knox Count� will contribute 
$1 0,000,000 towards construction of the Assembly Center and 
Arena. This contribution repr sents the net proceeds from r v • 
nue bonds issued in October 1983 by the Puh ic Building Au­
th rity of the County of Knox and the Cit of Knoxville, T n· 
oe se . The principal and interest on these revenue onds is t I->e 
pa id from available Knox C umy "u.,er taxes" <1:- defined in and 
in accordance with the terms of the financing agreement. Th.: 
University of Tennessee guarantees to the Trustee of the revenue 
nd ·, f< r rhe benefit of the Authority, the full and rompt 
payment of pnncipal, interest, and any premium when and after 
me same hall bcc('rne II . It i expre-- Iy underst ocl and agreeJ 
mal for purposes of the G uaranty, fun s legal !  available to rh 
Guarantor shall not inclu e funds appTO ria red y the T enne�e 
Genera l A - embly for The Uni ver icy f Tennessee · cademi 
budgets and salaries. 
Vari us liti ation has arisen in the cour,e of c nuu tl g 
U n iversi ty business. The outcome of su h litigation is not ex­
pected to have a material effect n rhe financial position f [he 
niversity. 
STATE OF TE NNESSEE 
COMPTROLLER OF THE TRE AS U RY 
DEPARTME NT OF AUDIT 
D IVIS I O N  OF STATE AUD IT 
S U ITE 1 51'10 
JAMES K .  POLK STATE OFFICE BlJ I LD I NG 
N AS HVI LLE . TE N NES SE E 372 1 9  
PHO NE (81 5 )  7 4 1 ·3897 
O c tob er 7 ,  1 9 8 8  
The Honorable W .  R .  Snodgrass 
C o m p troller o f  the Treasury 
State C ap itol 
N ashvill e  Tennesse e 3 7 2 1 9  
Dear lVl r .  Snodgrass:  
We have exam ined the balanc e  sh eet o f  the University of Tennessee at J une 3 0 ,  
1 9 8 8  and the related state m ents o f  changes i n  fund balances and current funds 
r evenues , expenditures�  and other changes for the year then ended. Our exa m ination 
was m ade in accordance w ith generally accep t ed governm ent aud i ting standards,  and 
a c cord ingly , included such tests o f  the account ing records and such other aud i ting 
procedures as we c onsidered necessary in the circumstances . 
As described in Note 2 to the financ ial state m ents, the university has excluded 
the liability for accrued v a cation leave fro m the acco mpanying balance she e t .  In our 
opin ion accrued vacat ion leav e should b e  included to confo r m  w ith generally accepted 
accounting pr' inc iple s .  The recognition o f  this liability Vv ould reduce the unallo cated 
fund balances of thE: um�estr ic ted curr ent fund by $ 2 5 , 9 3 1 , 3 5 1  at June 3 0 ,  1 9 8 8 .  
In our opinion, except for th e effects of excluding the liab ility for accrued 
vacation leave in the accompany ing balanc e  she e t ,  the financ ial state m ents r eferred 
to above present fairly the financial position of the Universi ty of Tennessee as o f  
June 3 0 ,  1 9 8 8 ,  ano the changes i n  fund balances and t h e  current funds rev enues, 
exp end itures, and other changes for the y ear then end ed,  in confor m ity w i th generally 
accepted acc ounting princ iples applied on a basi c onsis tent w ith that of the prec eding 
year after giving re troac tive e ffe c t  to the chang e ,  w i th which w e  concur, in the 
m e thod of accounting for revolving accounts and une mploym ent co m p ensat ion , as 
descr ibed in Note 3 to the ' nancial state m ents . 
A AH/db 
Sincerely , 
rt ur A .  ayes, Jr.  8� �r e ctor 
Division of State Audi t  
'Al D"i 
Total Current Expentidures and Transfers 
(in millions of dollars ) 
Hospitals o Auxil iary 
Enterprises 
1987�88 
Financial Report 
Educational 
and G neral 
The financial report of The University of 
Tennessee is prepared to provide a public account� 
ing of the financial affairs of the University for the 
fiscal year ended June 30, 1988. 
Th University employs available resources 
to meet its primary missions of instruction, re� 
search, and public service. This report is designed 
to provide financial information that will assist the 
reader in determining how effectively resources are 
managed to meet institutional objectives. 
UNIVERSITY FINANCIAL ACCOUNTING 
Since the University uses available resources 
to provide services rather than to make a profit, the 
purpose of the University's financial reporting is to 
account for resources received, held, and used 
rather than to determine net income . To achieve 
this obj ective, the institution emplo s " Fund" ac� 
counting. There are six fund groups: Current 
Funds, Loan Funds, Endowment and Sim ilar 
Funds, Life In orne Fund , Plant Funds, and 
Agency Funds. Fund accounting provides the con� 
trol characteristics needed to ensure that l imita� 
tions and restriction placed on the use of available 
resources by external parties and by the Uni er ity 
Board of Truste s will be b 'erved . For additional 
infonnation on University accoun ting princ ipl , 
please refer to Notes to the Financial ta tement 
presented on page 39. 
SUMMARY OF FINANCIAL OPERATIONS 
FOR THE YEAR 
Current Funds 
Current Funds are expendable for current 
operating needs and are further segregated between 
those for general , auxiliary, and ho pital purp es. 
Current Restric ed Fund refer to res urce tha t 
carry an external restriction and may only be util-
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Current Restricted Expentidures 
( in millions of dollars) 
87 �,:�; 
86 /BUIll .' -.- � ,  �- . 
Sponsored Research Other Sponsored 
Programs 
ized for the purposes stipulated by the source of 
such funds. This is in contrast to Current Unre­
stricted Funds over which the Board of Trustees 
retains full control to use in the achievement of 
institutional goals. 
Total Current Funds revenues in 1 987 �88 
increased by 9 . 5 percent over the prior year to 
$763 .5 million. This increase represents continued 
improvements in the University's ability to main� 
tain and enhance current operating levels. Moder� 
ate inflation during 1 987  �88 allowed the Univer� 
sity to realize improvements in its purchasing 
power. 
The state of Tennessee, through legislative 
appropriations, continues to provide the most sig� 
nificant amount of University operating funds. 
Unrestricted state appropriations in 1 987  �88 
amounted to $259.8 million compared to $247 .0 
million in 1986�87, an increase of 5 .2  percent. The 
state appropriations for 1 987  �88 provided full fund� 
ing of the Tennessee Higher Education Commis� 
sion funding formula for the second year in a r w. 
The formula has been util ized by the legislature for 
nineteen years to determine the level of state sup� 
port for higher education in Tennessee. Full for� 
mula funding together with new funds generated 
internall ' permit ed the Un iversity to provide 
mode 't facul y an staff salary increases, to meet 
increased fixed costs, and t make m dest improve� 
ment in some areas. The University is  ptim istic 
that the full formula fund ing will continue with the 
support of the state administrati n and legislature. 
Revenu s recei d from student tuition and 
fees amounted t $75 . 2  mill ion, an increase of 8 . 5  
percent over the prior year. This change resulted 
primarily from higher tuition and maintenance 
fees} approximately 7 .0 percent at all campu eSt 
and slightly higher enrollments at UT Knoxville 
an Memphis . Increase s udent fees were assess d 
to keep the University in line with the state's 70�30 
ratio of tate support to student fees. 
Federal government appropriat ions increas d 
6 .7 p rcent to $ 1 1 .4 mi ll ion. The amounts received 
from federal agencie in the form f gifts, grant , 
and contracts increased 14.4 percent to an all fme 
high f $70.5 million. 
Student Loan Funds 
Notes Receivable ( in millions of dollars) 
Sales and services of educational activities 
increased 4.7 percent to $ 18.6 million. Income 
from other sources amounted to $ 1 1 .5 million in 
1987�88, an increase of 3 . 1  percent from the $ 1 1 .2 
million in 1 986,87.  Improved earnings from short, 
term investments, $700 thousand, coupled with 
decreased conference revenue, $400 thousand, pro' 
vided the increase. Revenue generated from short, 
term investments and bank account interest to' 
taled $7 .8  million in 1987 ,88 compared to $7 . 1  
million i n  1986,87 . Although the average yield on 
temporary investments declined in 1 987,88 to 7 . 2  
percent from 7 .4 percent i n  1986,87 ,  amounts in, 
vested for the benefit of the University increased 
providing the additional interest earnings. 
Total Current Fund expenditures and trans, 
(ers in 1987,88 increased 1 0.2  percent to $76 1 .0 
mill ion. A schedule of Current Fund expenditures 
by function (purpose) is provided on page 38.  
All Unrestricted Funds revenues are reported 
in the year received or accrued. All Restricted 
Funds receipts are recorded as additions to the fund 
balance of the appropriate fund group. Restricted 
Current Funds are then recorded as revenues in 
Current Funds during the period in which they are 
expended. Total expenditures of Restricted Funds 
amounted to $ 1 29. 1 million in 1 987,88 compared 
to $ 1 1 9.6 million in 1986,87 ,  a 7 .9 percent in, 
crea e.  The most significant increase, $8.3 million, 
re ulted from increased sponsored research activity. 
Auxiliary Enterprises Funds reflect transac, 
tions and funds for activities conducted to provide 
facil ities and services for students, faculty,  and staff 
such as housing, food service, bookstores, parking, 
and intercollegiate athletics at UT Knoxville. To, 
tal revenues of auxiliary enterprises during 1987,88 
amounted to $73 . 1  million, an increase of 1 1 .6 
percent from the prior year's total revenue of $65 .5 
million. Expenditures and mandatory transfers to 
meet debt service req u ' rements amounted to $68.5  
mill ion, ar  increase of  4.6 percent from 1986,87 . 
The University of Tennessee operates two 
hospitals, the UT Memorial Hospital located in 
Knoxville and the William F. Bowld Hospital 10' 
cated in Memphis. The transactions and funds for 
these medical facil ities are presented separately in 
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Total Market Value of Endowment and Similar Funds, 
and Life Income Funds (in millions of dollars) 
life Income Funds Endowment and 
Similar funds 
the financial statements as Hospital Funds. 
Total current revenues from operations of 
hospitals during 1987,88 amounted to $ 1 69.0 mil, 
lion, an increase of 1 8.5  percent. The revenue in, 
crease, $22 .7  million at Memorial Hospital is at, 
tributable to higher patient census and the result, 
ing patient fees and $3.7 million at William F. 
Bowld Hospital is primarily attributable to patient 
fees. Hospital expenditures and transfers increased 
1 5 .6 percent over 1 986,87 expenditure levels to 
$ 162 .7  million. The William F. Bowld Hospital 
shows a slight deficit fund balance due to a signifi, 
cant amount of working capital and encumbrance 
reserves. 
Loan Funds 
Loan Funds consist of resources made avail, 
able for financial loans to students of the Univer, 
sity. The principal amount of such funds increased 
$ 1 .0 million to $25.6 million. During 1987,88, 
2 ,55 1 loans amounting to $3 .9 million were made 
to students. 
The primary source of student loans was pro, 
vided through federal programs. At June 30, 1988, 
$2 1 . 7  million (or 84.5%) of the assets of all Uni, 
versity loan funds had been provided by the federal 
government. University sources, in conjunction 
with matching requirements for the federal loan 
program, provided $ 1 .6 million (or 6.3%) of stu� 
dent loan funds. The remaining $2 .4 million (or 
9.2 %) represented loan funds established by pri, 
vate donations. 
Student loans outstanding at June 30, 1988, 
totaled $ 24.6 mill ion, an increase of $ 5 1 4  thousand 
over the previous year. 
Endowment and Similar Funds 
The Endowment and Similar Funds group 
consists of funds that have been received from 
donors with the stipulati n that the principal is to 
be mainta ined inviolate and remain invested to 
produce income for the purposes specifed. Quasi, 
Endowment Funds are funds designated by the 
Board f Tru tees of the University to function as 
end wment funds. The income earned through the 
investm nt of endowment funds is recorded in the 
Endowment Income 
(in m'llions of dollar. ) 
appropriate fund group and is availabl for e pen' 
di ture according to the purposes spec ified. If the 
income is to be added to principal per donor agree, 
ment and is not available for expenditure, i t  is  
recorded as income in the Endowment and Similar 
Funds. Assets of th is fund group are recorded at 
b ok value which is established by the market or 
appraised value at the t ime of the gift or by the cost 
at the t ime investments are purchased. 
The book value of the assets of the Endow, 
ment and Similar Funds group at June 30, 1 988, 
was $74.4 m illion, and the market value was $78.4 
million. The book value at June 30, 1 987,  was 
$6 2 .3 mil l ion, and the market value was $ 70.3 
mil l ion . Income earned from investment of funds 
amounted to $4.0 million for the fiscal year, an 
increase of 1 9 . 7  percent over the amount earned 
during the prior year. The income repr sent a 
return of 5 .9 percent on average book value and 5 .4 
percent on average market value. 
Effect i  e J uly 1 ,  1 95 4  the University 
adopted the pol icy of in vesting Endowment and 
Similar Funds ver which 't had c mplete invest, 
ment di cretion ( th se which the d nor, the gov, 
erning gift instrument, or other c nsiderati ns d 
not require or w rrant separate inve tment ) in a 
con l idated investment poo l . This practice affords 
closer uperv ' sion of the invest ment portfolio nd 
makes available t al l eligi Le endowment and 
similar fund , regardless f size, the advant ge of 
participation in a diversified portfol io of careful ly 
selected investments , Each contributing endow� 
ment fund artic ip  te in the inc( me and capital 
appreciat i n of the pool on a per share ba is com, 
mens urate with i ts contribut ion to the pool. Share 
are revalued each month in accordance with mar� 
ket changes, and new funds or additions to ex ist ing 
fund are admitted to the pool at the current mar, 
ket sh re va l ue . 
The consolidated lnv tment P ol consists 
of funds from 772 separate endowments wi th total 
book value of $65 . 5  m i ll ion at June 30, 1 988, and a 
total market valu of $69.0 m il lion . The market 
value increased by $9.5 mill ion during 1987 ,88. 
The market value of a pa rticipat ing share was 
$ 1 .644 at June 30, 1988, compared to $ 1 .7 1 9 at 
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Plant Funds Expenditures 
(in millions of dollars) 
June 30, 1 987,  a decrease of 4.3 percent. e in, 
come earned per share was $.087 , which was 5 .06 
percent on beginning market val e. 
Life Income Funds 
The Life Income Funds group consists of 
funds contributed a the Uni ersit with the stipu, 
lation that designated beneficiaries rece ive spec i, 
fied interest in the inc me pr duced by the asset. f 
the funds. The income payments terminate at a 
specified time, usually upon death of the benefici; 
aries, and the assets become available for use by the 
University as provided in the don r agreement. 
The book va ue of Life Income Funds at J une 
30, 1 988, amounted to $ 1 3 . 7 mil l i  n compared to 
$ I 7 ,3  mill ion the prior year. The large decrease wa 
attributable to the difference between $6.0 million 
transfers to Endowment Funds resulting from the 
death of inc me benefic iaries and $2.0 mi ll ion 
addition f new l ife inc me trust . Income pay� 
ments to beneficiaries during the year amounted t 
$957 thousand. 
Plant Funds 
The Plant Funds group of accounts const ts 
of ( 1 )  Unexpended Plant Funds which ar t be 
used for rl- � acqui it ion or constructi n of phy ical 
pr pert tes; ( 2 )  Retirement of Inde tedness and 
1 enewal and Replacement Funds wh ich are funds 
et aside for debt 'ervice charges and maj r mainte� 
nance projects on facil i ie. that are revenue gener� 
atingj and ( 3 )  Investment in lant which repre� 
sents funds expended for and thus invest d in insti� 
tutianal properties. 
Unexpended Plant Funds balances at J une 
30, 1988, representing funds previously authorized 
or provided for add itions t the University ' phy j, 
cal plant, were $28.9 mill ion. Of th is amount $2.9 
million represents state capital outlay appropria� 
t ions which have been expended by the University 
but not rei m  ursed by the state treasurer at the 
balance sheet date. and $ 1 1 .9 million repre ents 
unexpended T nnes ee State Sch 1 Bon Au, 
thority fund ing . 
Tota l exp nd itures and deductions in Unex ; 
pended Plant Funds amounted to $63 . 5  million in 
Investment in Plant 
in millions of doUars} 
. 85 
1987 ,88. Tw nty,f, ur pr jeets ha e been com, 
pleted including the $30.0 mill i  n Assembly Cen, 
ter and Arena, the $9.3 million Neyland Stadium 
Improvements, and the $ 1 . 1  million Outdoor P 01 
Replacement , all at UT Knoxville. Oth r projects 
completed c nsisted of the $ 1 .2 million Campus 
Improvements at UT Marrin ; the $ 1 .5 million Li, 
brary/Nursing Building Completion and the $ 1 .2 
mill ion Pathology Building Renovation at UT 
Memphis; the $ 1 . 7 rnilli n Central Energy Facil ity 
Expan i n Phases II and III at UT Chattanooga; 
and the $450 th usand Advanced Techn logy 
Laboratory at the UT Space institute. Twenty, ne 
projects were under construction at June 30, 1 988, 
including the $5.8 mil lion Gibbs Hall Renovation 
and the $ 1 2 .0 million Football Facility at UT 
Kn xviUe; the $20.8 million Profession I Office 
Building and Garage at UT Medical Center, 
Knoxville ; and the $4.2 mill i  n Office Building at 
Jacks n. dditional projects under construction 
consisted of th $ 1 3 .2 mill ion Nash Building Reno­
vation, the $3.4 million Pathology Building Ren ' 
vation ,phase V, and th $4.9 mil lion Singl Stu, 
dent Housing at UT Memphis; vari s heating and 
cooling sys em upgrades total ing $ 1 .5 milli  n at 
UT Chattanooga; and a $477 thousand project t r 
roof replacements at UT Mart in. Ad i t tonal infor, 
mati n rega rd ing the Uni ers ity 's capital outlay 
program is provided on page 48. 
Re irement of Indeb tedness an Renewal 
and Replacement Fund at June 30 ,  1 988, 
amounted to $44.3 milli n of which $21 . 5  million 
is Ie trieted t meet minimum can ractual reserve 
requirement of loan, bond, and lease agr ement . 
The r mainder of the e funds r present debt serv­
ice and ma in enance reserves req ired by pruden t 
institutional management policy. 
Revenues, other additions, and transfers ex� 
ceeded the amounts deducted for debt ervice pay, 
ments and tran fers for capital projects by $3 .5 
million during 1987 -88. 
Tota indebtedness for the University of 
Tennessee at J une 30, 1 988, amounted to $235.6 
mil lion . and retirement obligations continued t 
be met on schedule. Additional information on the 
University indebtedness is provided in Notes to the 
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Bonds and Note Payable 
and Reserve Funds for Debt Retirement 
( in millions of dollars) 
Funds for Retirement 
of Indebtedness 
Financial Statements on page 39.  
Bonds & 
Notes Payable 
With the e cepti n of real state held as 
investments in End wment and Similar Funds and 
Life Inc me Funds, the Investment in Plant section 
is used to account for capital assets owned by the 
University including land, buildings , equipment, 
l ibrary b oks, and l ivestock. Investment in Plant as 
of J une 30, 1 988, am unted to $984.0 million, an 
increase of $95 .7  million over the prior year. 
Agen y Funds 
The Agency Funds group consists of funds 
held by the University as fiscal agent for various 
third parties. Agency Funds are reflected on the 
Balance Sheet only and not on the Statement of 
Changes in Fund Balances since the net balances 
in each Agency Fund represents l iabili ties rather 
than fund balances. The balance of funds held for 
thir parties at June 30, 1 988, amounted to $4. 1  
million as compared to $4.3 million at June 30, 
1 987 .  The largest part of these funds $3.7 million, 
represents charitable lead trusts . Under the terms 
f these lead trust agreements, the annual income 
earned fr m the trusts while held by the University 
is prov ided for University purposes. Upon expira, 
ti n of these trusts, the principal will be retunled to 
the individuals specified by the donors. 
Sources of Current Revenues 
1987�88 1986,87 
Federal and Local Appropriation 1 .7\y.,) 1 .7% 
Other 4 6% 4.8% 
T uiti n and F e 9.9% 9.9% 
Auxil iary Enterpris s 9. 'K.t 9,4% 
Gifts, Grants, and C ntracts 1 6. % 1 .8% 
Hospitals 2 2 . 1 Yo 20.5 %  
State Appr priati ns 3 5 .3% 
Current Revenues 
1987,88 1986,87 
CURRENT REVENUES Unrestricted Re tricted Total Unrestricted Restricted Total 
( in thou ands of dol lars ) 
General Funds 
Tuition and Fees $ 7 5 , 2 28 $ 75 ,228 $ 69,3 1 8  $ 69) 1 8  
Federal Appropriations 1 1 ,4 1 5  1 1 ,4 1 5  1 0,699 1 0,699 
State Appr priations 2 59,845 $ 9,63 7 269,482 247,002 $ 9 894 2 56,896 
Local A propriatlon 1 ,474 1 ,474 1 ,2 09 1 ,209 
Federal G ifts, Grants, an Contr cts 1 0,940 59 ,5 1 1 70,4 5 1  9,592 5 1 ,978 6 1 , 570 
Sta e Gifts, Grants, and Contracts 5 1 5  1 0,534 1 l ,049 484 9,687 1 0, 1 7 1  
Local Gifts, Grants, and Contracts 2 ,099 2 ,4 1 4  45 1 3  1 ,767 1 ,952  3,7 1 9  
Private Gifts, Grants, and Contract 3 ,380 38,928 42 ,308 2 ,996 38,904 4 1 ,900 
Endowment Income 98 5 , 2 5 2  5 ,3 5 0  88 4,406 4 494 
Sales and Service of 
Educational Activities 1 8,64 1 1 8,64 1 1 7 ,807 1 7 ,807 
Other Sources 1 1 ,500 1 1 ,500 1 1 , 1 58 1 1 , 1 58 
Total General Fund $ 395 , 1 3 5  $ 1 26 ,276 $ S2 1 A l l $ 3 7 2 , 1 20 $ 1 1 6 ,82 1 $ 488,94 1 
Auxiliary Enterpri es Fund 73 ,079 4 73 ,083 65,486 23 65 ,509 
Hospitals Fund 1 66 , 1 89 2 ,804 1 68,99 3 1 391 22 2 , 739 1 42!5 6 1  
Total Current Revenues $ 634.403 $ 1 29z084 $ 763z487 $ 577,428 $ 1 1 9583 $ 697,0 1 1 
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Uses of Current Funds 
Student Aid 
Student Services 
Phy ical Plant 
I nstitut ional Support 
A emi S ppor 
P blic Service 
Auxi liary Ente rises 
Organ' zed Research 
Ho pita! 
Instruction 
Current Expenditures and Transfers 
CURRENT EXPENDITURES 1987 .. 88 
AND TRANSFERS Unrestricted Restricted Total 
General Funds 
Instruct ion $ 1 76,64 1 $ 27 ,505 $ 204, 1 46 
Organiz d R search 2 5 ,0 13 60,820 85,833 
Public Service 32,744 1 8,340 5 1 ,084 
Academ ic Support 46,5 1 6  3,43 5 49,95 1 
Student ervice 22,528 636 23)64 
Institutional Support 44,43 1 66 1 45 ,092 
Operation and Maintenance 
of Physical Plant 36 697 40 36,737 
tudent Aid 6,269 14,838 2 1 . 1 07 
Transfer 81759 8,759 
T tal General Funds, 
Expend i tures and Transfers $ 399,598 $ 1 26,27 5  $ 525 ,873 
Auxiliary Enterprises Fund 
Expen iture $ 63,4 1 2  $ 4 $ 63,4 16 
Transfer 9P80 9P80 
Total Aux i l iary Enterpri es Fund, 
$ $ $ Expend i tures and Transfers 72,492 4 721496 
Ho pital Funds 
Expenditure $ 1 50,49 1 $ 2 ,803 $ 1 53,294 
Tran fer 9,383 9,383 
T ota 1 Hospital Fund , 
Expend itures and Transfers $ 1 59,874 � 2}803 $ 162,677 
Total Current Expenditures 
$ 63 1 ,964 $ 1 29,082 $ 76 1 ,046 And T ran fers 
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1 987 .. 88 1986 .. 87 
2 .81yo 2.8% 
3 .0% 3.2% 
4.9 Xl 5 . 1 %  
6.0% 6.6OA 
6.7% 6.7% 
.8 Yo 6.9% 
9.6 !{, 9.4% 
1 1 .4% 1 0.9% 
2 1 .7% 20.4% 
28.0 Yo 
1 986 .. 87 
Unrestricted Restricted Total 
$ 163 ,388 $ 30,026 $ 1 93 414  
22 ,958 52 ,501  75 ,459 
32, 1 94 1 5,8 1 2  48,006 
43,478 3 ,030 46,508 
2 1 ,558 533 22,09 1 
44,794 1 , 1 03 45 ,897 
35,447 4 3 5 ,45 1 
5 ,686 1 3 ,8 1 2 1 9,498 
(1,345) (1345 ) 
$ 368, 1 58 $ 1 1 6,82 1 $ 484,979 
$ 57 ,495 $ 23 $ 5 7 5 1 8  
7,225 7,225 
$ 64,720 $ 23 $ 64, 743 
$ 1 25 ,207 $ 2 739 $ 1 27 ,946 
1 2 ,780 1 2,780 
$ 1 3 72987 $ 2 ,739 $ 1 40,726 
$ 570,865 $ 1 1 9,583 $ 690,448 
Major Capital Construction Program.s 1987,88 
( in thousands of dollars) 
Major Capital Construction Completed 1 987 .. 88 
A sembly Center and Arena � Kn xville 
Improvements t Neyland ta i m ; Knox HIe 
Unfinished Space in Walters Life S ienc BUi ld ing � Knoxvl lle 
Electrical i td utia Syst m � Ea t White venue � Knc xvi l le 
Rep lacement of Outdoor wimmin P I , Knox,�iIle 
D ugherr Engineering Bui lding Roof eplacement , Knox t ile 
Central Energy Facjl ir  � Pha e II III ' Chattan ga 
Math Building and Ho t Hall Roof Replacement , Chattanooga 
Library/Nursing Bu ild ing � Completion of Two Floors - Memphis 
Pathology Bu ilding Renovation � Phase VI ' Memphis 
First Floor Renovati n of Doctors' Office Building - Memph is 
Cooling Tower Repla ement at Child De elopment Center - Memphis 
PET Facility , Memorial Hospital 
Professional Office Building and Parking Garage - Memorial Hospital 
Relocation f Admitting Office , Memorial Hospital 
R. .T.C. Firin Range and Pacer radium � Martin 
Roof Replacement on Residential Bui l  ings .. Phase I I I , art in 
Advanc d T echn logy Laboratory * UT I 
ol lege of eterinary Medicine pace Reno ation ; 
In titute of Agriculture 
H ighland Rim Headq ners Building Reno ation , 
Institure of A iculture 
Tobacco Experiment Station Headquarters Building 
Renovation , Institute of Agriculture 
Spinning Laboratory and Fiber Research Laboratory 
Renovation � Institute of Agriculture 
Ellington 4,H Center Swimming Pool Renovation , 
Institute of Agriculture 
MAJOR CAPITAL CO STRUCTION COMPLETED 
Major Construction in Progress at June 30, 1988 
(estimated completion date) 
Iterations and Additi n to ibbs Hal l , Kn xvi l le Ouly 1 988 ) 
Football Faci l i  ' Knoxville (J uly 1989 ) 
locker Bu iness Building hil ler Replacement - noxville 
Replacement and 01 posal f PCB onta inated 
Electrical Trans� nners � Knoxvil l  ( eptember 1988) 
Roof Replacements ' Martin (November 1 988) 
Improvements to Building Systems , Harrison Building ' Memphis 
(December 1 988) 
Nash Building Renovation , Phase I ' Memphis (January 1 990) 
Pathology Building Renovation , Phase VII ' Memphis 
(January 1 990) 
ing e Student Housing - Memphis (Augu t 1 988) 
Wittenborg Building Renovation - Level 3 (January 19 ) 
I mprovements to Electrical an Air ondirioning y tems in 
Founders Hal l , h attanooga ( October 1 9 8) 
In tal lation f Heating and ool ing Sy tern in Patten hap 1 , 
Chattanooga (Augu t 1988 ) 
North Stadium Dormitory Heating and Cooling System , 
Chattanooga (August 1988)  
Grote Hall Air Conditioning Upgrades , Chattan oga (August 1988 
Reroofing of 605 Oak Street , Chattanooga (July 1988)  
JOR APIT AL 0 TRUCTION PROGRE S 
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State 
Appropriation 
$ 
$ 
7 ,000 
750 
2 1 0  
1 ,720 
1 33 
1 ,500 
1 500 
1 80 
,200 
450 
5 
50 
270 
5,750 
7,000 
45 
94 
477 
400 
1 3 , 1 75 
3,425 
4,45 
650 
1 70 
275 
50 
$37,266 
TSSBA 
$ 8,000 
9, 00 
1 7 .200 
34,500 
Local Fed� 
Appropriation Grant 
----
$ 10,0 0 
$ 10,000 
$ 24 
70 
-
$ 3!1 
•• ' ' __ • __ ' • • •  J 
University Funds 
Current Current Maintenance Project 
U restricted Restricted erve TotaJ 
$ 5 000 .. 3 ,000 
300 
5 2 5 2 
750 
$ 1 . 1  0 1 . 1 30 
2 10 
1 , 720 
133 
1 ,500 
1 , 1 50 
147 147 
1 80 
$300 300 
3,5 0 20,780 
240 240 
2 1 1 ,40 1 
3 1 0 3 1 0  
450 
1 70 1 7  
50 
50 
270 
1 65 
$ 6, 1 1  $ 1 ,440 $70,998 
$ 5 .75  
$ 5 000 1 2,000 
450 
9 4 
477 
400 
13 , 1 75 
3,425 
$ 473 4,923 
$ 1 7  202 37  
650 
1 7  
57 
$ 23 $ 5,202 473 
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The University of Tennessee Ten Year Summary 
For the Fiscal Year 
Sources of Operating Revenue ' ( ,000) 
State Appropriations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Student Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Federal Appropriations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Other G ifts,  Grants , Sales and Services, etc. ) . . . . . . . . . . . . .  . 
Total Genera l Fun s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Auxil iary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Total Revenues-Current Funds . . . . . . . . . . . . . . . . . . . . . . 
Curr nt Expenditures and Transfers ( ,000) 
Instruction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Organized Research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Public Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Academic Support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Student Service . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Insti utional Support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Operation and Maintenance of Physical Plant . . . . . . . . . . . . .  . 
Student Aid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
1 987 ... 88 
$ 269,482 
7 5 ,228  
1 ,4 1 5  
165,286 
$ 52 1 ,4 1 1 
73, 8 
1 68.9 3 
$ 763,487 
T nsfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ���, 
Total General Funds,Expenditures and Transfers . . . . . . . . -7$..::...::-:,....=.-:,..::-
Auxil iary Enterprises Expenditures and Transfers . . . . . . . . . . . . . .  . -:-----'-"'---Hospital Expenditures and Transfers . . . . . . . . . . . . . . . . . . . . . . . . . .  -'----'----'--
T tal Curren Expenditures an Transfers . . . . . . . . . . . . . . --'--'---L� 
Expenditures Converted to 1 988 . . . . . . . . . . . . . . . . . . . . . . . . . 
Equivalent by Consumer Price Index Factor . . . . . . . . . . .  . 
Current Unrestricted Fund Assets ( ,000) 
E ucational and General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 1 67 
Auxiliary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 7 587  
H pital . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44 497 
Total Current Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 1 45,25 1 
Student Loan Fund 
N res Receivable ( ,000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 24,595 
Loans Issued (by year) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 ,5 5 1  
Endowment Funds ( ,000) 
Market Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 7 ,454 
Life Income Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Market Val ue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 1� L047 
Plant Funds ( ,000) 
235 ,5 5 1  
$ 44 2 6 1 
Long�term Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Reserves for Debt Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Net Invested in Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 745 006 
Capital Outlay Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 6 15 2 7  
GenT�:.?�llmenr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 . 39, 90 
Knoxville . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 5,987 
Chattan ga . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 .  5 
Martin . . . . . . . . . . . . . . . . , . . . . . . .  " . . . . . . . . . . . . . . . . 4, 7 
Nashville . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Memphis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Degree' Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Full .. Time Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Full, Time Faculty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
% tenured . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . 
Total Private G ifts ( ,000) . , . . . , . . . . . . . . . . . . . . . . . . . . . . . . . 
Academic Year Stud nt Fees (Kno ville) 
[n.state . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Out of state (additional ) . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
tat A propriation/FfE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
50 
$ 256 ,896 
69,3 1 8  
1 0,699 
1 52,028 
$ 488 94 1 
65,5 9 
1 42,5 6 1  
$ 697,01 1 
$ 1 93 4 1 4 
75 ,459 
48,006 
46,508 
2 2 ,09 1 
45, 897 
.35 ,4 5 1 
1 9,498 
( 1 ,345 
$ 484,979 
$ 64,742 
$ 1 40,726 
$ 690,447 
x l .04 1 
$ 7 1 8 7 5 5  
$ 24,08 1 
2 , 576 
$ 70,332 
$ 1 9,053 
$ 2 1 9 903 
$ 40,792 
$ 660)98 
$ 56, 1 26 
3 ,955 
2 5 ,842 
7 ,484 
4,923 
1 ,706 
6,988 
1 3 ,042 
2 , 7 1 6  
6 1 1 %  
$ 30,922 
$ 1 ,323 
$ 2 ,433 
$ 4 666 
1 985 ... 86 1984 ... 85 
$ 2 28.664 $ 208,9 1 7 
6'1 ,3 7 1 5 7 524 
1 1 ,427 1 1 ,0 1 8  
1 39,883 1 28,588 
$ 442 ,345 $ 406,047 
62 ,483 60,480 
1 2 1 ,828 1 1 2,332 
$ 626,656 $ 5 78,859 
$ 1 7 5,090 $ 1 63,432 
65 ,3 5 4  58, 1 36 
4 5 ,792 4 1 ,836 
45 ,543 39,747 
1 9 920 1 6,972 
4 1 , 1 93 36,09 1 
33 ,5  8 3 1 , 505 
1 9 ,09 1 1 7 ,492 
P,093 ) 238 
$ 442 ,398 $ 405 ,449 
$ 62 ,427 $ 60,625 
$ 1 1 8 ,7 77 $ 1 1 1 ,940 
$ 623 ,602 $ 5 78,014 
x .064 x l .095 
$ 663,5 1 3  $ 63 2 ,925 
$ 59,9 1 8  $ 5 5 ,382 
1 6,292 1 5,5 1 2  
3 5 ,0 1 7  34,225 
$ 1 1 1 ,2 2 7  $ 1 05, 1 1 9 
$ 24,272  $ 23 ,66 1 
2 ,885 2 ,708 
$ 57 ,952  $ 47,680 
$ 1 8,856 $ 1 3 ,922 
$ 234,434 $ 1 87 ,233 
$ 38,04 1  $ 3 1 .672 
$ 5 74.442 $ 5 56569 
$ 46,884 $ 4 1 ,265 
39,8 1 4  40,88 1 
2 5 ,397  26, 1 58 
7 , 564 7 .474 
5,053 5 ,366 
1 800 1 ,883 
7 .292 7,682 
1 2,679 1 2 ,340 
2 ,638 2 ,675 
63 . 291 63 .4% 
$ 27 ,867 $ 22 ,489 
$ 1 , 1 2 5 $ 999 
$ 2 , 1 54 $ 1 .974 
4,33 1 $ 4,0 1 6 
• 
- � 'I' _. • . .. .  l - - -• -. - .---;:-- -- - ' J 1 -
1 983184- 1982 .. 83 
$ 1 73 , 1 49 $ 1 65 ,890 
5 2 , 2 54 5 1 ,693 
1 1 ,4 1 1  1 0,8 1 2  
1 1 0,825 1 07,75 L 
$347 ,639 $ 3 36, 1 46 
56,8 5 1 5 7 ,780 
9 1 , 7 79 93 ,042 
$496,269 $ 486,968 
$ 1 4 1 ,2 1 3 $ 1 34,983 
47,9 7 1  44,392 
3 5 ,003 36,456 
3 1 ,296 3 1 , 1 87 
1 5 .569 1 5 ,084 
3 1 ,944 30,599 
28,729 26,925 
1 6,839 1 6, 1 03 
( 1 ,835 ) ( 1 , 1 8 1 ) 
$346,729 $ 334 ,548 
$ 57,629 $ 5 7 ,659 
$ 92,606 $ 86,433 
$496,964 $ 478,640 
x l . 1 38 x L 1 80 
$565, 545 $ 564,795 
$ 49, 1 23 $ 46,778 
1 5 ,83 5 1 5 ,42 7 
36, 1 73 36,942 
$ 1 0 1 , 1 3 1  $ 99)47 
$ 22,927 $ 22, 1 50 
2 ,96 1 2 ,9 1 9  
$ 3 5 ,899 $ 33 .76 
$ 1 1 ,974 $ 1 2, 5 78 
$ 1 6 1 ,368 $ 1 64,250 
$ 30,8 1 3  $ 30,533 
$52 5 ,4 1 5  $ 484,827 
$ 29,242 $ 3 3 , 53 9  
42 , 5 3 5  42, 1 36 
27 ,0 1 8  27,04 1 
7 ,839 7 , 544 
5 ,690 5 , 5 2 5  
1 ,988 2 ,026 
7 ,6 1 8  7 .477 
1 1 ,980 1 1 4 10  
2 ,679 2 ,63 5 
63.4% 63 .6% 
$ 1 5 , 724 $ 1 1 ,69 1 
$ 867 $ 867 
$ 1 ,76 1 $ 1 ,76 1 
$ 2 ,99 1 $ 2 ,868 
I • -'- • _ 
198 1  ... 82 1 980 ... 8 1  1 979 .. 80 1978 ... 79 
$ 1 54,284 $ 1 44,384 $ 1 34,761  $ 1 26,003 
46,254 40,050 34,054 3 1 ,975 
1 0, 59 5  9,662 9,40 1 8,423 
1 04, 7 7 1 97,7 1 8  90,22 1 76,973 
$ 3 1 5 ,904 $ 29 1 ,8 1 4  $ 268,437 $ 243,374 
5 2 ,8 1 5  49, 1 92 44,068 39,735 
84,889 72 ,993 56,895 50,669 
$ 453 ,608 $ 4 1 3 ,999 $ 369,400 $333 , 7 78 
$ 1 2 5 ,808 $ 1 1 2 ,9 1 6  $ 1 02 .63 1 $ 9 5 ,454 
44,676 49,339 43 ,977 3 7 ,725  
34,5 1 4  3 3 ,433 3 1 ,426 28,730 
27 ,722  26,060 22 ,93 1 20,7 1 2  
1 3 , 1 88 1 2, 207 1 0, 5 56 9,69 1 
2 7,304 24,406 22 ,643 22 , 1 07 
26,364 23,82 1 20,928 1 9,234 
1 6,000 8.707 7 .852 7 .046 
7 ( 1 87 ) 6, 1 9 1  64 
$ 3 1 5 ,583 $ 290,702 $ 269, U 5  $ 240,763 
$ 52,0 1 4  $ 47,93 2 $ 43 ,494 $ 40!233 
$ 8 1 ,623 $ 74,0798 $ 5 6,540 $ 46,43 1 
$ 449.220 $ 4 1 2 ,7 1 3  $ 3691 1 69 $ 327,427 
x l . 23 1 x l .338 x 1 .492 x l .69 1 
$ 5 5 2 ,990 $ 5 52 ,2 1 0  $ 550,800 $ 55 3 ,679 
$ 69,806 $ 6 1 ,222 $ 62,2 7 1 $ 54,825 
1 4,757 1 3 ,447 1 2 ,920 1 0,303 
29,576 28,923 1 8,5 4 1 5 ,844 
$ 1 1 4, 1 39 $ 1 03 ,592 $ 93 , 7 7 5  $ 80,972 
$ 20,896 $ 1 9 760 $ 1 8,256 $ 1 7 ,098 
2 ,498 2 ,8 1 4  3 ,073 3 ,5 04 
$ 24,6 1 6  $ 24, 1 65 $ 20,800 $ 1 7,3 25 
$ 9,638 $ 9,5 1 1 $ 1 0,690 $ 1 0,292 
i 1 29,280 $ 1 1 3,860 $ 1 05 ,559 $ 1 08,32 5  
2 1 ,529  $ 20, 1 5 5 $ 1 8,88 1 $ 1 7 ,748 
$ 487,072 $ 434,259 1395 ,347 $ 373,788 
$ 33 330 $ 3 7 ,229 1 9 ,887 $ 1 5 ,339 
43, 740 4 5,402 4 5 ,223 49,485 
28,60 1  30,282 30,3 9 1  29, 720 
7 .483 7 ,600 7,545 7 . 1 04 
5,538 5 ,328 5 , 1 63 5 ,090 
5,4 1 9  
2 , 1 1 8 2 , 1 92 2 , 1 24 2 , 1 5 2  
7,950 8 ,07 1 8, 1 84 8 1 28 
1 1 ,9 5 2  1 2,202 1 1 ,707 1 2  1 2 1  
2 ,68 1 2,805 2 ,808 2 ,909 
60.0% 5 7 . 5 % 56.2% 54.6% 
$ 1 2,078 $ 1 2,893 $ 1 7, 99 $ 1 0,376 
$ 74 1  $ 6 5 7  $ 5 58 $ 5 1 0  
$ 1 ,530 $ 1 ,224 $ 1 ,002 $ 936 
$ 2 52 1  $ 2 ,279 $ 2 , 1 7 2  $ 2 ,043 
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